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AMERICA'S  FOREIGN  TRADE  WITH  CHINA 
ITS  PAST,  PRESENT  AND  FUTURE 

PART  1. 

INTRODUCTION 

For  the  average  person  in  the  world  of  today,  the  words 
’’foreign  trade”  hold  a certain  amount  of  thrill  and  fascina- 
tion. To  his  imagination  comes  the  picture  of  fast  sailing 
ships,  tropical  islands,  stormy  seas,  courageous  sailors, 
strange  inhabitants  of  unfamiliar  lands, and  many  other  phan- 
tasms of  similar  nature.  And  this  is  natural  for  history  and 
tradition  have  both  handed  down  to  us  of  the  present  day 
glowing  accounts  of  foreign  traders  and  the  trails  which  they 
blazed  to  all  quarters  of  the  globe.  The  Phoenicians,  the 
Egyptians,  the  Greeks,  the  Romans,  the  Spaniards,  the  Italians, 
the  English,  the  Dutch,  the  Portuguese,  all  played  their  part 
in  the  development  of  that  great  factor  of  the  Economic  System f 
World-Trade.  It  came  to  be  an  established  fact  that  for  a 
country  to  be  a successful  claimant  to  power,  she  would  have 
to  occupy  a high  position  on  the  rolls  of  the  world  traders. 

And  so  it  was  natural  that,  in  the  latter  part  of  the 
eighteenth  century,  the  newly  established  nation,  The  United 
States  of  America,  which  won  its  independence  from  the  British 
Empire  in  1783  by  "The  Treaty  of  Paris”,  should  become  inter- 
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ested  in  tne  favorite  activity  of  all  other  nations.  It  is 
with  a certain  portion  of  America’s  activity  in  this  respect 
that  this  thesis  is  concerned,  namely  America’s  foreign  Trade 
with  China  with  regard  to  its  past,  its  present,  and  its 
future . 

In  order  to  clarify  his  subject,  the  author  has  divided 
it' into  three  parts.  The  first  includes  that  epoch  in  Ameri- 
can-Chinese  trade  which  begins  with  the  arrival  of  the  ear- 
liest American  ship  in  the  Orient  and  terminates  with  the  out- 
break of  the  World  War.  The  second  part  treats  of  present  day 
American-Chinese  trade,  that  is  from  the  outbreak  of  the  World 
War  in  1914  to  1S38,  or  up  to  the  present  year.  The  third  part 
is  more  or  less  theoretical  and  discusses  the  future  outlook 
for  this  Far  Eastern  Trade. 

In  studying  this  subject  of  trade  relations  between  the 
United  States  and  China,  many  different  aspects  must  be  con- 
sidered. The  dominant  one,  naturally,  is  the  economic  phase 
because  Foreign  Trading  is  an  economic  activity.  However , there 
are  other  factors  which,  although  not  so  important  as  the 
economic  one,  nevertheless  can  in  no  way  be  considered  negli- 
gible. These  include  the  sociological  aspect,  portraying  the 
beginning  of  the  huge  fortunes  of  the  pioneers  in  the  Far 
Eastern  Trade,  and  the  effect  of  those  fortunes  upon  the  liv- 
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1 ng  conditions  and  education  of  those  sharing  them.  The  polit- 
ical aspect  is  also  of  considerable  importance.  It  will  be 
shown  in  the  body  of  this  thesis  that  from  the  beginning  of 
trade  relations  with  China,  our  country  has  manifested  an  in- 
creasing interest  and  concern  in  Oriental  affairs.  "The  Open 
Door  Policy"  and  "Territorial  Integrity"  of  China  have  been 
oft  repeated  phrases  in  the  State  Department  at  Washington. 
Finally,  we  have  the  historical  importance  of  the  American- 
Chinese  trade.  The  pages  of  history  provide  much  colorful, 
as  well  as  instructive  reading, concerning  this  phase  of  our 
commercial  life  and  the  Clipper  Ships  which  made  America  so 
famous  in  her  early  years.  Indeed  many  interesting  accounts 
of  our  relations  with  the  Orient  have  passed  from  history  to 
tradition  and  will  always  hold  a prominent  place  in  the  annals 
of  American  Foreign  Trade. 

Thus  we  see  that  various  phases  of  American  life  have 
been  influenced  by  its  particular  trade  relations.  It  is  like- 
wise expected  that  the  future  life  of  America  will,  to  some 
extent,  continue  to  be  affected  by  them. 

This  thesis,  it  is  hoped,  will  portray  for  its  readers 
a clear  picture  of  The  United  States  in  this  phase  of  her 
economic  relations.  Her  early  entry,  her  subseauent  develop- 
ment, her  constant  struggle  in  the  keen  competition  carried 
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on  by  Great  Britain,  Holland,  France,  Portugal,  Spain,  Den- 
mark, and  other  countries,  are  all  treated  in  the  following 
pages.  In  addition  to  this,  the  various  conflicts,  arising 
from  the  enmity  of  the  native  Chinese  toward  all  foreigners, 
the  internal  disturbances,  insurrections,  and  wars,  resulting 
from  hastily  drawn  and  unfair  peace  treaties,  the  attempted 
and  partially  successful  partition  of  China  on  the  part  of 
Japan  and  the  European  powers  will  all  be  fully  discussed. 

Although  it  is  not  my  intention  to  become  too  techni- 
cal and  boresome  by  introducing  a great  number  of  statistics 
and  columns  of  figures,  nevertheless,  a few  will  be  necessary 
in  order  that  the  reader  may  have  a clear  understanding  of  the 
importance  of  America’s  trade  with  China.  Such  figures  will 
pertain  to  imports,  exports,  trade  balances,  production  costs 
and  transportation  expenditures. 

As  stated,  the  present  and  future  of  this  trade  will  be 
considered  in  the  body  of  the  thesis.  The  present  epoch  is 
considered  to  have  begun  w ith  the  outbreak  of  the  War  ir: 

Europe  in  1914,  continuing  to  the  present  day.  The  effects 
of  the  World  War  upon  Chinese-American  trade  relations,  re- 
sulting in  the  United  States'  surpassing  temporarily  her 
European  competitors  will  be  explained. 

This  leads  to  a consideration  of  future  possibilities 
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of  Chinese  trade  for  the  United  States.  The  question  of  main- 
taining and,  if  possible,  improving  her  position  in  this  part 
of  the  Far  East  will  be  treated.  This  will  be  of  particular 
interest  to  the  student  of  economics  and  foreign  affairs  on 
account  of  the  warlike  conditions  existing  in  China  today  due 
to  the  serious  aggressions  of  the  Japanese  Army.  Of  course, 
it  is  recognized  that  the  future  possibilities  of  Chinese- 
American  trade  is  a discussion  which  must  proceed  from  theory 
based  upon  deductions  from  present  and  past  events.  It  will 
be,  however,  my  purpose  to  treat  this  in  a logical  and  con- 
vincing manner. 

* In  developing  the  subject  of  this  thesis,  the  writer  has 
tried  to  present  a clear  picture  of  American  foreign  trade 
with  China  and  the  effect  of  this  trade  on  the  history  of 
the  United  States  of  America  and  its  people.  To  accomplish 
this,  he  has  given  a detailed  account  of  all  of  the  activities 
which  have  taken  place  from  the  beginning  of  this  trade  to  the 
present  day.  Thereby, he  hopes  that  the  reader  will  have  ob- 
tained sufficient  information  to  enable  him  to  draw  reasonable 
conclusions  with  respect  to  the  advantages  and  disadvantages 
of  American  trade  with  China. 
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PART  11. 


EARLY  HISTORY  OF  AMERICAN  TRADE  WITH  CHINA  AND  ITS  DE- 
VELOPMENT UP  TO  THE  OUTBREAK  OF  THE  WORLD  WAR.  1784-1914. 

CHAPTER  1. . 

THE  INITIAL  PERIOD  1784-1800. 

When  the  British  Colonies  in  America  successfully  re- 
sisted the  Empire's  efforts  to  subdue  them  end  finally  gained 
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their  independence  by  "The  Treaty  of  Paris"  in  1783,  they 
found  that  there  were  several  barriers  which  still  resisted 
them  as  a free  nation.  One  of  these  was  their  state  of  com- 
mercial dependence  upon  England  and  English  merchants.  As 
colonies  of  England,  they  derived  their  commercial  theories 
and  practices  from  that  country.  Their  transatlantic  trade 
was  carried  on  mainly  with  England,  and  English  merchants 
were  employed  as  carriers  of  the  larger  share  of  the  com- 
merce between  Europe  and  America.  American  commerce  was  thus 
bound  closely  with  England,  and  this  state  of  affairs  had  been 
universally  accepted  by  the  colonists.  However,  the  colonies 
emerged  as  a new  nation  at  the  close  of  the  Revolutionary  Ear, 
and  it  was  at  this  time  that  they  experienced  a definite  limit 
to  their  commercial  activities. 

The  United  States  of  America,  as  such,  now  became  a for- 
eign nation  to  the  British  Empire.  The  British  Navigation 
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Laws  excluded  American  ships  from  the  trade  of  the  English 
Colonies.  The  new  nation  found  that  in  order  to  trade  with 
England  and  its  possessions,  they  'were  forced  to  do  their 
■business  through  English  merchants  and  in  English  ships. 

Their  commercial  dependence  was  the  same  after  the  war  as 
before.  It  was  the  British  traders  who  had  the  stock  of  goods 
for  supplying  the  American  market  which  was  reopened  in  1783 
at  the  close  of  the  war.  The  imports  from  England  came  to 
the  United  States  in  British  Ships.  In  addition,  these  and 
other  British  ships  could  alone  be  used  by  such  American  mer- 
chants as  traded  in  the  British  Vest  Indies  after  "The  Treaty 
of  Paris".  This  situation  was  due  to  restrictions  imposed  by 
the  British  Navigation  Laws.  Although  this  Best  Indian  trade 
did  not  entirely  cease,  its  growth  was  greatly  hampered  as 
far  as  American  merchants  and  ship  owners  were  concerned. These 
people  found  it  very  difficult  to  compete  with  the  English 
merchants  who,  of  course,  found  safety  and  encouragement  under 
the  British  Navigation  Laws. 

The  inevitable  result  of  such  a situation  was,  of  course, 
disastrous  to  the  new  nation.  There  was  a very  severe  trade 
depression  in  the  years  2785  and  1786.  Although  business  re- 
vived somewhat  in  the  succeeding  three  years  nevertheless , the 
outlook  for  American  commerce  was  rather  dismal  until  the  new 
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National  (rovernment  was  formed. 

There  was,  however,  one  important  advance  made  by  Ameri- 
can merchants  during  these  critical  years  of  commercial  de- 
pression. This  was  the  beginning  of  trade  relations  with  the 
Far  East.  The  British  East  India  Company  had  held  exclusive 
rights  to  trade  in  the  British  East  Indies,  and  having  this 
monopoly,  the  company  had  very  little  incentive  to  encourage 
the  commercial  activities  of  any  of  these  Far  Eastern  countries. 
The  American  merchants  sew  in  this  condition  of  affairs  an  op- 
portunity to  trade  directly  with  India  and  China.  Heretofore, 
they  were  buying  Oriental  products  in  London  after  the  commod- 
ities had  been  brought  there  by  the  East  India  Company.  Con- 
sequent ly  ,*  plans  were  made  for  the  establishment  of  direct 
trade  relations  between  China  and  the  United  States. 

In  this  era,  American  shipping  was  largely  centered 
around  New  York  and  New  England  ports.  These  ports  were  ac- 
customed to  dispatching  ships  to  the  • e s t Indies  and  to  the 
African  Coast  and  ’were  consequently  prepared  to  launch  a new 

commercial  enterprise  in  the  world  of  trade.  The  first  Ameri- 
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can  vessel  to  sail  for  China  was  the  ’’Empress  of  China”, 
which  left  New  York  for  Canton  in  February,  1^84.  Its  cargo 
consisted  chiefly  of  ginseng,  a root  highly  prized  by  the 
Chinese  people  for  its  supposed  medicinal  value.  The  voyage 
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was  successful  end  the  ship  returned  to  New  York  with  a car<70 
of  tea,  silks  and  porcelain.  The  following  year  Elias  Basket 

Derby,  & merchant  of  Salem,  Massachusetts,  sent  one  of  his 
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ships,  "The  Grand  Turk",  out  to  China.  Soon  Boston  and  Phil- 
adelphia merchants  joined  in  this  Far  East  trade  and  the  de- 
velopment of  what  was  to  prove  a very  profitable  undertaking 
began  in  earnest. 

By  l^BS,  fifteen  American  clipper  ships  from  New  York, 
Boston,  Philadelphia  and  Salem  loaded  with  rum,  tobacco, mo- 
lasses, ginseng,  and  furs  had  arrived  at  Canton.  By  this  time, 
also,  a new  angle  had  been  added  to  the  Chinese  American  trade. 
American  ships  now  stooped  at  Pussian-Araerican  ports  on  the 
North  Pacific  to  collect  a great  deal  of  fur  and  skins  and 
then  sailed  with  these  across  the  Pacific  to  China.  Here  they 
were  exchanged  for  tea,  silks,  spices,  porcelain  and  nankeens. 
This  cargo  was  then  carried  back  to  the  United  States  and  soli 
at  a handsome  profit. 

As  a result  of  this  Chine  trade,  we  now  see  the  beginning 
of  the  first  large  fortunes  in  the  United  States.  The  names 
of  Robert  Morris  and  Stephen  Girard  of  Philadelphia,  Elias 
Basket  Derby  of  Salem,  the  Cabots  of  Boston,  and  others  became 
prominent.  These  men  were  shrewd  merchants  and  financiers  who 
saw  the  opportunities  presented  by  trading  activities  in  the 
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Far  East  and  seized  upon  them  to  their  great  advantage.  It 
has  been  stated  by  Vr . Emory  R.  Johnson,  a historian  and  au- 
thority on  this  earlv  Chinese  American  trade,  that  in  1790 

1 

there  came  into  the  port  of  Salem  728,000  lbs.  of  ''China  Tea'1  . 
This  trade  with  Salem  continued  to  increase  for  several  decades 
and  at  the  outbreak  of  the  War  of  1812,  this  port  had  one  hun- 
dred and  twenty-six  vessels  in  its  deep  sea  fleet.  Of  that  num- 
ber, fifty-eight  were  ’indiamen". 

As  has  been  stated,  Canton  was  the  great  port  city  of 
China  in  which  all  the  Far  Eastern  trading  activities  were 
carried  on.  It  was  the  world's  chief  market  for  the  purchase 
of  teas  at  that  time.  Trading  factors,  or  places  of  business, 
were  established  by  the  merchants  of  England,  who  entered  the 
Chinese  trade  at  approximately  the  same  time  as  did  the  United 
States,  France,  Spain,  Portugal,  Holland,  Denmark,  and  others. 
The  English  conducted  their  commercial  dealings  with  Chinese 
enterprises  called  Hongs.  The  purpose  of  the  trade,  as  far  as 
the  United  States  and  European  nations  were  concerned,  was 
chiefly  that  of  Drocuring  products  from  the  Chinese  to  carry 
home  and  sell  at  a profit  rather  than  to  find  a market  for 
their  own  goods. 
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CHAPTER  IT. 


THE  PERIOD  OF  DEVELOPMENT  1800-  1870 

From  the  year  1800  up  to  the  outbreak  of  the  second  war 
between  the  United  States  and  England  in  1812,  the  commercial 
prosperity  of  America's  Far  Eastern  trade  progressed  rapidly. 
Most  of  the  other  countries  of  Europe  were  engaged  in  the  great 
Napoleonic  wars  at  this  period  and  the  ships  of  England  and 
France,  the  two  greatest  competitors  of  the  United  States, were 
hampered  and  restricted  by  the  warlike  actions  toward  each 
other.  Many  of  the  merchant  ships  of  both  countries  were  either 
captured  or  destroyed  and  the  commercial  activities  fell  off 
greatly.  The  United  States  was  quick  to  take  advantage  of  this. 
Especially  was  this  true  in  the  Oriental  trade  although  Ameri- 
can ships  were  by  no  means  neglecting  opportunities  at  other 
ports  of  the  globe.  This  was  truly  a great  and  prosperous 
period  in  the  commercial  life  of  the  new  nation. 

Silver  Trade 

The  year  1800  marks  approximately  the  beginning  of  the 
American  silver  trade  with  China.  The  latter  country  had  been 
partial  to  silver  for  a long  time.  It  is  known  that  the  Portu- 
guese and  Spanish  traders  brought  a considerable  amount  of 


silver  to  China  in  the  early  days  of  the  trade  between  these 
countries.  The  British  East  India  Company,  England's  chief 
representative  of  commercial  dealings  in  that  part  of  the 
world,  also  brought  a large  amount  of  this  metal  to  China  in 
exchange  for  the  valuable  products  which  could  be  obtained  in 
return,  silver  has  been  the  favorite  metal  of  the  Chinese 
people  for  many  centuries. 

■Yhen  the  United  States  began  to  develop  and  expand  its 
trade  in  silks  and  teas  with  China  in  the  first  decade  of  the 
nineteenth  century,  the  silver  trade  between  these  two  coun- 
tries came  into  existence.  The  Americans  built  up  a commerce 
which  was  triangular  in  it3  organization  and  operation.  Amer- 
ican products  consisting  of  tobpcco,  molasses  and  other  native 
grown  or  produced  products  were  shipped  by  fast  sailing  vessels 
to  Europe  and  South  America.  Arriving  at  their  primary  ports  of 
call,  the  American  traders  exchanged  a large  amount  of  their 
cargoes  for  Spanish  silver  dollars.  These  ships  then  set  sail 
for  Canton,  China,  where  the  silver  dollars  were  in  turn  ex- 
changed for  the  prized  silks,  teas  and  other  products,  greatly 
desired  by  Americans.  It  is  estimated  that  in  the  first  decade 
and  a half  of  the  nineteenth  century,  the  percentage  of  silver 
brought  to  Canton  by  these  shrewd  Yankee  traders  was  seventy- 
five  percent  of  the  whole  cargo.  Silver  continued  to  comprise 
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the  greater  part  of  the  freight  of  American  vessels  engaged 
in  the  China  trade  until  the  year  1834.  This  trade  in  Spanish 
silver  dollars  was  greatly  aided  by  the  Napoleonic  Vars  in 
Europe  which  kept  a large  amount  of  Spanish  shipping  confined 
to  its  own  ports  for  fear  of  capture  or  destruction. 

This  prosperity  derived  from  the  silver  trade  with  China, 
contributed  a great  deal  to  the  establishment  of  New  England, 
New  York,  and  Philadelphia  as  great  business  and  commercial 
centers.  As  has  been  previously  mentioned,  many  large  fortunes 
had  their  foundation  as  a result  of  this  trade.  Naturally , do- 
mestic commerce  and  industry  were  stimulated  and  increased  to 
a iarge  extent,  and  the  general  living  conditions  of  the  peo- 
ple, inhabiting  the  above  mentioned  regions  of  the  United 
States,  were  raised  to  a high  standard.  This  prosperity  in- 
fluenced education  and  learning  to  a marked  degree  and  the 
cities  and  towns  of  New  England  and  other  great  trading  cen- 
ters were  able  to  direct  and  supervise  the  establishment  of 
numerous  free  schools  and  libraries.  The  results  of  the  China 
trade  proved  to  be  a blessing  to  a great  many  persons  in 
the  young  nation  which  not  long  before  had  found  itself 
in  the  depths  of  a severe  commercial  depression. 
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The  Opium  Trade 

It  has  been  stated  that  the  silver  trade  remained  for 
the  greater  pert  of  the  past  thirty  odd  years  of  the  nineteenth 
century  the  chief  commercial  enterprise  of  the  United  States 
in  its  dealings  with  China.  However , after  the  year  1827,  the 
percentage  of  silver  began  to  decrease.  This  decrease  was  due 
to  the  increase  in  the  desires  of  the  Chinese  people  for  the 
import  and  consumption  of  another  product,  namely,  opium. 

This  drug  had  made  itself  known  some  years  before  in  the 
Chinese  trade.  Nov/  a distinct  increase  in  the  opium  imports 
to  China  was  noticed.  The  average  of  the  total  shipments  re- 
ceived for  the  period  1811-1821  was  4,494  chests.  The  average 
of  the  years  1826-1828  was  about  10,000  chests,  and  for  the 
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seven  years  1828-1836,  the  average  was  nearly  19,000  chests. 

The  opium  trade  had  by  this  time  become  so  profitable 
that  the  American  traders  decided  to  participate  in  it. Thus 
imports  of  silver  into  China  by  American  ships  became  much 
smaller  after  1834.  The  American  merchants  were  now  able  to 
make  use  of  the  increasing  imports  of  opium  into  China  and 
of  increasing  exports  from  the  United  States  to  Europe  for 
the  financing  of  their  purchases  in  Canton.  They  did  this 
by  sending  bilis  of  exchange  on  London  to  Canton,  where  the 
proceeds  of  the  sale  of  these  bills  were  used  for  the  pur- 
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chase  of  Chinese  goods.  It  has  been  recorded  that  American 
merchants  in  Canton  sold  bills  on  London  to  the  value  of 
&2 , 480 ,871  in  1832  and  £4,772,516  in  1833.  The  indebtedness 

1 

in  London  was  met  by  the  export  of  American  goods  to  England. 

Thus  it  can  be  seen  how  the  United  States  was  able  to 
take  advantage  of  the  great  import  trade  of  opium  into  China 
and  indirectly  to  increase  the  value  of  their  silk  and  tea 
import  trade  with  China.  The  Chinese  were  glad  and  eager  to 
exchange  their  products  for  bills  of  exchange  drawn  on  Lon- 
don because  it  would  enable  them  to  purchase  more  opium  for 
home  consumption  from  the  British  East  India  Company  and  ether 
merchants  with  whom  they  dealt. 

This  opium  trade  continued  to  increase  until  about  1839. 
At  this  time,  Chinese  Government  officials  proposed  that  it 
be  orohibited  or,  at  least,  restricted.  The  reason  for  this 
was  that  a certain  amount  of  silver  was  flowing  out  of  China 
as  a result  of  this  trade  to  pay  for  the  increasing  ouantities 
of  opium.  As  silver  was  the  money  standard  of  Chins,  and  since 
the  silver  imports  were  becoming  less  and  less,  the  Chinese 
Government  feared  that  in  a short  time  there  would  be  a gen- 
eral export  of  silver  taking  place.  Immediately , friction 
arose  between  the  Chinese  government  and  the  foreign  opium 
traders  over  restrictions  imposed  on  the  trade  by  the  former. 
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This  situation  led  eventually  to  the  so  called  "Opium  far" 
between  England  and  China  184C-1842. 

The  direct  cause  of  this  war  was  the  result  of  an  un- 
friendly act  on  the  part  of  the  Chinese  Government  officials. 
The  latter  forcibly  boarded  British  merchant  ships,  anchored 
in  the  harbor  of  Canton,  seized  the  opium  cargo  and  dumped  it 
overboard,  much  as  the  American  colonists  did  with  the  English 
tea  in  the  days  just  prior  to  the  i-.merican  Revolution. 

The  Chinese  Government  contended  that  the  continued  In- 
crease in  opium  imports  was  having  a disastrous  effect  on  the 
people  of  that  country  and  that  they  had  a moral  and  patriot- 
ic duty  to  check  it.  The  British  argued  that  their  merchants 
were  being  discriminated  against  and  that  they  would  wage  wsr 
against  the  Chinese  to  insure  eoual  rights  for  British  traders. 
This  threat  became  a reality  and  hostilities  followed. 

The  British  with  their  modern  fleet  and  army  won  an  easy 
victory  over  the  untrained  and  poorly  organized  Chinese.  In 
1842,  the  Chinese  Government  sued  for  peace  and  the  "Treaty 
of  Nanking"  was  concluded  with  the  British.  The  terms  of  this 
treaty  provided  for  the  delivery  of  the  Chinese  city  of 
Hongkong  to  England  and  the  opening  of  additional  Chinese 
ports  to  British  traders.  In  addition  to  these  concessions, 
provision  was  made  by  the  treaty  for  right  of  representatives 
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of  Great  Britain  to  treat  directly  with  Chinese  officials. 
There  was  also  mention  made  of  the  "Extraterritorial''  rights 
of  British  Citizens  in  China.  These  rights  were  general 
rather  than  specific  consequently  their  significance  was  not 
fully  understood. 

Notwithstanding  the  Treaty  of  Nanking,  opium  continued 
to  be  imported  after  1839,  but  decreased  in  volume.  This  was 
not  due  to  a lessening  of  demand  for  it  on  the  part  of  the 
Chinese,  but  to  the  fact  that  they  began  to  raise  it  them- 
selves in  Chine. 

Silk  Trade. 

Mention  has  already  been  made  in  the  first  few  pages  of 
this  Thesis  of  the  rich  cargoes  of  silk  which  European  and 
American , traders  carried  beck  with  them  on  their  return  voy- 
ages from  the  Orient.  China  has  been  known  in  the  est  as  a 
producer  of  silk  since  the  days  of  the  Roman  Empi  re . During 
the  early  period  of  Chine’s  modern  trade  with  the  outside 
world,  raw  silk  was  at  all  times  one' of  the  chief  exports 
of  that  country.  In  the  beginning  of  world  trede,silk  was 
a highly  prized  article  but,  on  account  of  its  excessive 
cost,  it  could  not  be  purchased  by  the  greet  majority  of 
people.  Only  the  very  rich  were  able  to  procure  it.  Thus  it 

i 

was  called,  "The  Cloth  of  Finer"  . 
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As  fer  back  ?s  we  can  go  in  the  pages  of  history,  silk 

has  been  associated  with  the  fortunes  and  destinies  of  China. 

According  to  tradition,  and  to  ola  Chinese  legends,  it  is 

1 

supposed  to  have  made  its  first  appearance  in  26C0  B.C. 

The  wife  of  a Chinese  Emperor,  at  that  time,  is  credited 
with  the  first  unwinding  of  a silk  cocoon.  The  Chinese  Gov- 
ernment /jealously  guarded  their  process  of  making  silk  and 
although  silk  fabrics  were  exported  to  Europe,  this  was  done 
through  channels,  unknown  to  the  merchants  of  that  continent. 
This  process  of  producing  silk  remained  a secret  with  the 
Chinese  until  552  A.D.  At  that  time,  two  Fersian  monks  were 
successful  in  carrying  some  eggs  of  the  silk  worm  out  of  the 
country.  They  brought  these  eggs  to  Constantinople  and  soon 
afterward  production  of  silk  was  introduced  to  the  estern 
Vi  orld. 

As  the  world  trade  progressed  the  desire  for  silk  grew 
greater  and  eventually  it  became  more  accessible  to  all. 

E’oreign  traders  of  all  countries  journeyed  in  their  fast  sail- 
ing boats  to  the  Far  E^ast  to  obtain  ever  increasing  quantities 
of  silk  from  China.  Due  to  the  hostile  attitude  of  the  Chinese 
people  toward  foreigners,  these  traders  experienced  many  diffi- 
culties in  obtaining  this  article.  Accordingly  a spirit  of 
keen  competition  was  engendered,  each  merchant  endeavoring  to 

Isaac  Lippincott,  Development  of  vodern  ;orld  Trade,  p.386 
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surpass  his  rivals  in  the  silk  trade.  During  the  first  veers 
of  freedorr.  of  trade, there  was  an  increase  in  the  export  of 
raw  silk.  After  the  opening  of  the  Fort  of  Shanghai  to  for- 
eign trade  in  U cvember  1345,  a consecuence  of  the  Opium  War, 
the  export  of  silk  increased  rapidly.  The  United  States  par- 
ticipated in  this  great  silk  trade  to  a large  extent.  Fast 

going  ships,  called  f,Yankee  Clippers”  , sai  led  from  American 

1 

ports  to  Canton,  Shanghai,  and  other  Chinese  ports.  Fere  they 
collected  large  amounts  of  raw  silk  which  were  brought  to  the 
United  States.  This  was  converted  into  thread  to  be  used 
in  the  manufacture  of  silk  goods.  However,  this  raw  silk, 
due  to  the  unskilled  methods  of  cultivation  of  the  Chinese 
was  inferior  to  that  of  France  and  Italy.  Notwithstanding 
that  tne  latter  was  of  better  grade,  on  account  of  too  fine 
reeling,  it  could  not  be  used  under  conditions  of  American 
manufacture.  I urtherrrcre , the  supply  was  sufficient  only  for 
European  demands.  Thus  tne  chief  source  of  America’s  supply 
of  silk  of  necessity,  if  for  nothing  else,  came  from  China. 

China  continued  to  be  the  exclusive  silk  market  for  Amer- 
ican merchants  until  the  1860’s.  It  wa s then  that  certain 
conditions  arose  which,  in  time,  changed  the  course  of  this 
silk  export  trade.  The  first  steps  toward  the  development 
of  a silk  weaving  industry  were  taken  during  our  Civil  ar. 
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This  was  a result  of  two  contemporaneous  factors:  first,  the 
imposition  of  a higher  tariff  on  silk  gooas  at  this  time  and 
secondly, the  adiustment  of  the  power  loom  to  the  manufacture 
of  silk.  Heretofore,  it  has  teen  a handicraft  industry.  Soon 
was  adde'd  a third  factor,  namely,  the  modernization  of  Japanese 
seri -culture . This  resulted  in  a rapidly  expansible  supply  of 
raw  silk  of  the  sizes  and  grades  required  by  the  infant  Amer- 
ican industry.  So  the  year  1870  marks  the  beginning  of  Ameri- 
ca’s trade  with  Japan  in  the  import  of  silk  from  that  country. 
From  that  time  on,  the  United  States  took  increasing  supplies 
of  Japanese  silk  and  the  American  Chinese  silk  trade  decreased 
somewhat.  However,  the  United  States  sill  continued  to  import 
silk  from  China  and  from  this  considerable  profit  was  derived. 

The  Cotton  Trade  Prior  to  1870. 

Another  product  which  has  always  been  an  important  factor 
in  Chinese-American  trade  is  cotton.  During  the  earlier  veers 
the  movement  of  this  commodity  was  from  Chine  to  the  west  in 
the  shape  of  nankeens,  which  were  used  in  making  clothes  for 
people  of  the  western  world.  Later,  beginning  with  the  second 
ouerter  of  the  nineteenth  century,  raw  cotton  was  an  impor- 
tant import  into  China  from  the  United  States.  This  trade  con- 
tinued to  grow  until  the  outbreak  of  the  American  Civil  'h&r 
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when,  due  to  the  United  States  government’s  blockade  of  the 
Southern  ports,  it  stopped.  However,  after  1870,  the  trade 
was  once  Tore  resumed  considerably.  The  United  States  in 
addition  to  its  large  export  of  raw  cotton  to  China  also 
sent  a large  amount  of  cotton  piece  goods. 

In  the  late  1820 ’ s Boston  shipping  agents  and  manu- 
facturers began  to  make  strong  efforts  to  secure  8 market 
in  the  Far  East  for  cotton  piece  goods,  produced  in  New 
England.  From  the  years  1826-1830,  a trade  in  this  commo- 
dity was  established  without,  however,  the  realization  of 
much  profit.  Vith  the  opening  of  the  treaty  ports  in  China 
in  1844,  a tremendous  impetus  was  given  to  the  trade.  China 
became  the  greatest  market  for  American  cotton  cloths.  The 
chief  competitor,  encountered  at  this  period,  was  the  United 
Kingdom  which  w.^s  especially  skilled  and  experienced  in  the 
manufacture  of  cotton  piece  goods.  This  country,  too,  had 
established  selling  organizations  in  China  and  was  successful 
in  the  marketing  of  her  goods.  However,  the  Americans  had  nov 
become  well  established  in  their  cotton  goods  trade  with  China 
and  maintained  8 leading  position  until  the  outbreak  of  the 
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A table  showing  the  value  of  exports  of  cotton  ecoods 

in  terms  of  dollars  , and  the  years  in  which  these  exports 

1 

were  effected  is  shown  below. 

Year  Value 

1826  $14 ,000 

1830  52,000 

1840  361,000 

1850  1,203,000 

1860  3,897,000 

1861-1865-  Civil  War  Period. 

The  Tea  Trade 

Eesides  its  silk,  China  has  possessed  an  abundance  of 
another  product.  At  one  time  she  was  the  world's  sole  source 
of  supply  for  teas.  This  period  dates  from  the  time  tea 
first  reached  Europe  by  the  way  of  the  Dutch  East  Indies  Co. 
in  the  middle  of  the  seventeenth  century,  until  after  the 
middle  of  the  nineteenth  century.  Tea  ranked  with  silk  as 
the  leading  exoort  in  the  China  trade  as  late  as  1871.  Both 
of  these  exports  together  comprised  five-sixths  of  the  total 
exports.  Tea, itself,  amounted  to  48.4  percent  of  the  total  ex- 
ports. The  American  and  British  engaged  extensively  in  this 
tea  trade. 

Races  between  the  British  and  American  Clipper  ships 
were  conducted  in  the  40 's  and  50 ' s , each  ^roup  trying  to  be 
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the  first  to  arrive  at  Canton  and  Shanghai , collect  large  car- 
goes of  tea,  and  return  to  their  respective  home  ports.  The 
United  States  continued  to  import  tea  almost  exclusively  from 
China  until  1870.  Prom  this  time  on,  Japan  entered  the  field 
as  a market  for  American  tea  merchants. 

In  1844,  Caleb  Cushing  arrived  in  China  and  negotiated 

the  Treaty  of  Wanghia,  between  the  Chinese  C-overnnent  and 

1 

the  United  States.  This  was  the  first  treaty  to  exist  be- 
tween these  two  countries  although  American  merchants  and 
traders  had  been  doing  business  in  China  for  nearly  a half 
century.  Among  the  provisions  of  this  treaty  was  the  refer- 
ence to  and  definition  of  the  principle  of  extra  territorial- 
ity. It  v/as  provided  that  citizens  of  the  United  States  who 
might  at  some  time  commit  any  crime  in  China  should  be  tried 
and  punished  only  by  the  United  States  Consul  or  any  other 
official  of  the  United  States.  In  addition,  it  provided  that 
controversies  in  China  between  citizens  of  the  United  States 
and  those  of  China  should  be  determined  by  a court  presided 
over  by  an  official  of  the  nationality  of  the  defendant.  This 
was  the  first  successful  attempt  to  establish  some  sort  of 
legal  arrangement  betv/een  China  and  outside  nations.  Treaties 
with  other  powers  soon  .followed  and  the  representatives  of 
foreign  nations  began  to  make  definite  progress  in  these  com- 


Ben.jamin  H.  Villiams,  Economic  Foreign  Policy  of  the  U.S.  p.253. 
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mercial  dealings  with  China, 
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CHAPTER  HI. 


THE  PERIOD  OF  ACCEPTANCE  OF 
AMERICAN  TRADE  WITH  CHINA  1870-1914. 

The  year  1870  marks  the  beginning  of  a new  epoch  in 
America’s  trade  with  China.  Prior  to  this  time,  many  dif- 
ficulties were  experienced  on  the  part  of  merchants  and 
traders  in  successfully  maintaining  their  commercial  status 
in  China.  It  is  certainly  true  that  many  fortunes  were  made 
by  these  shrewd  yankee  merchants  and  once  trade  relations  had 
been  established,  they  moved  forward  at  a fairly  rapid  pace. 
However ,with  the  exception  of  silver  and  later  of  opium,  the 
Chinese  people  cared  little  for  the  products  of  the  foreigner. 
Besides  there  was  a strong  feeling  of  suspicion  and  resentment 
on  the  part  of  Chinese  people  and  their  government  toward  the 
foreigner  and  his  occidental  ways.  At  times,  the  Chinese  Gov- 
ernment placed  embargoes  on  the  imports  coming  in  from  Flurope 
and  America.  However,  the  Chinese  were  finally  forced  to 
give  wav  to  the  foreigner  and  recognize  his  presence  as  a 
certain  and  actual  fact. 

A few  years  earlier  in  1867,  the  Chinese  Government 
had  taken  its  first  step  toward  entering  into  diplomatic 
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relations  with  foreign  powers.  A mission  to  the  various  na- 
tions of  the  'vest  was  approved  by  the  Chinese  Government  and 
sent  out  under  the  leadership  of  Anson  Burlingame,  an  American. 
Burlingame  had  been  appointed  as  an  ambassador  to  China  by 
President  Lincoln  in  1361.  Eeing  well  liked  by  the  Chinese 
Regent  and  his  officials , Burlingame  was  urged  by  them  to  ac- 
cept a post  as  special  ambassador  from  China  when  his  term  as • 
diplomatic  representative  of  the  United  States  had  expired. 

He  was  successful  in  his  new  work  to  a certain  extent.  He  suc- 
ceeded in  obtaining  the  addition  of  several  new  articles  to 
the  old  treaty  between  China  and  the  United  States  which  gave 
the  citizens  of  each  country  many  privileges  in  the  other. 

He  also  secured  special  treaties  between  most  of  the  European 
powers  and  China.  He  was  negotiating  a treaty  between  Russia 
and  China  at  St.  Petersburg  when  he  died  in  1870. 

Although  Eurlingame 1 s success  was  limited,  and  China  did 
not  receive  much  in  the  way  of  diplomatic  concessions  from  the 
western  world,  nevertheless  he  did  secure  for  China  a sympathet- 
ic hearing  among  those  in  powerful  places  in  the  governments 
of  the  various  countries.  This  aided  all  concerned  in  main- 
taining a relationship  on  a much  more  friendly  basis  than  had 
previously  been  the  case. 

China’s  attitude  toward  the  foreign  nations  in  this  period 
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after  1870  changed  from  one  of  open  resentment  to  one  of  ac- 
quiescence. This  was  the  beginning  of  the  general  use  in 
China  of  a few  western  products.  The  westerners,  on  their 
part,  began  during  the  period  to  buy  certain  characteristic 
Chinese  products  in  other  Eastern  markets.  These  differences, 
in  addition  to  others,  which  arose  at  a later  date,  brought 
about  a fundamental  change  in  the  nature  of  China’s  foreign 
trade.  The  period  from  1870  to  1890  was  a transitional  one 
in  the  economic  and  political  history  of  China.  It  marked  the 
beginning  of  the  industrialization  of  China  and  the  existence 
of  the  so  called  'Open  Door  Policy'1  . 

As  has  been  mentioned,  the  year  1870  marked  the  beginn- 
ing of  a new  era  in  Chinese  history.  It  has  been  stated  by 
students  of  economics  that  this  year  has  been  universally 
agreed  upon  as  the  one  with  which  to  begin  a detailed  study 
of  the  foreign  trade  of  China.  Certain  factors  of  economic 
importance  came  into  existence  about  this  time  and  contrib- 
uted to  the  revolutionizing  of  commercial  activities  and  to 
the  great  increase  of  trade  between  the  western  world  and  the 
Orient.  These  factors  will  be  noted  as  the  Thesis  proceeds. 

In  November,  1869,  the  Suez  Canal  was  opened  and  during  the 
year  1870,  one  half  a million  tons  of  shipping  passed  through 

f 

it.  This  exerted  a tremendous  influence  on  trade  between 
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Lurope  and  Chine  because  it  shortened  the  shipping  routes 
between  the  former  and  the  letter,  by  more  then  one  quarter 
of  the  nautical  mileage.  In  the  yeer  1380,  Chine's  trede 
with  r.urope  is  said  to  have  passed  entirely  through  this 
canal.  In  June  18r;,l  telegraphic  communications  were  estab- 
lished between  London  and  Shanghai  ana  through  London  be- 
tween Shanghai  and  the  commercial  centers  of  the  tnited 
^>t*  tes.  bailing  vessels  began  to  give  way  to  improved  steam 
vessels  end  by  1884,  the  number  of  steamers  was  four  times 
that  of  sailing  ships. 

There  were,  in  addition  to  these  changes,  also  re -arrange- 
ments of  the  commercial  system  itself.  Verticn  has  beer  made 
many  ti^es  of  the  sc  called  " Verchant  Frinces11  of  the  early 
days  who  realized  tremendous  xortunes  from  the  China  trade. 

Due  to  the  isolated  position  of  China  with  relation  to  the 
commercially  active  countries  of  the  west,  these  merchants 
were  then  practically  the  orly  commercial  representatives  of 
their  respective  countries  in  China,  and  it  f.es  to  them  that 
the  Occident  looked  for  their  China  trade.  These  merchants 
owned  warehouses  and  ships  in  uhina  and  were  in  possession 
of  considerable  stocks  of  goods  at  all  times.  Ihey  Fought 
Chinese  products  and  Luropean  moods  outright.  They  made  tre- 
mendous profits  and  kept  up  residential  establishments  of 
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of  royal  splendor  at  the  various  treaty  ports  of  China.  The 
existence  of  this  entire  system  was  due  to  the  remoteness 
from  the  field  of  European  trade.  It  was  nothing  less  than  a 
monopoly  of  the  China  trade  maintained  by  a relatively  few 
persons.  This  state  of  affairs  was  brought  to  a rapid  con- 
clusion by  the  appearance  of  the  steam  vessels,  the  tele- 
graphic system  of  communication,  and  the  greatly  improved 
systems  of  transportation  in  general.  The  independent  mer- 
chant was  now  replaced  by  the  business  agent  of  European 
commercial  firms.  It  was  a case  of  history  repeating  itself 
in  that  old  and  inadequate  systems  were  forced  to  e^ive  way 
to  new, more  progressive,  and  more  productive  ones. 
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Decline  of  Tea  Trade 

China  maintained  a leading  position  with  the  United 
States  until  approximately  1874-18r75.  Then  she  was  super- 
seded by  Japan.  For  the  year  to  which  I have  referred,  the 
exports  from  China  to  the  United  States  were  20  million 
pounds,  from  Japan  22.3  million  pounds.1  The  reason  for  this 
change  was  that  the  American  people  preferred  the  Japanese 
tea  because  it  was  being  cultivated  to  their  taste. 

Some  years  earlier  it  had  become  apparent  to  Americans 
and  other  people  of  the  western  world  that  tea  culture  could 
be  carried  on  much  more  successfully  in  Japan  than  in  China, 
because  the  Japanese  were  an  industrious  people.  Moreover, 
they  showed  an  eagerness  to  have  suggestions  from  the  western 
merchants  and  to  make  use  of  this  knowledge  in  their  own  pro- 
ductions. They  realized  that  if  they  were  going  to  do  busi- 
ness with  the  traders  of  the  Occident,  they  would  have  to 
adopt  their  economics.  Therefore,  they  invited  Americans  and 
other  foreigners  to  their  country  to  supervise  the  produc- 
tion of  their  teas.  These  people  were  glad  to  be  of  service 
because  they  were  quick  to  see  the  benefits  from  it  to  them- 
selves. Knowing  the  consumer  desires  of  their  respective 
home  countries,  they  directed  the  tea  production  accordingly. 
Thus,  in  the  1860's  Japan  had  begun  to  build  up  a sizeable 


1.  Chinese  Maratime  Western  Reports  on  Trade,  1876,  p.36. 
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tea  Industry,  and  by  the  year  1874-1875,  she  progressed  to  the 
extent  that  she  wss  able  to  replace  Chins  ss  the  chief  export- 
er of  that  product  to  the  United  States. 

As  in  Japan,  a similar  situation  developed  in  India  so 

that  this  country,  too,  soon  surpassed  China  as  a tea  market 
for  the  United  States.  Indeed,  so  great  was  the  decline  in 
China’s  trade,  that,  from  the  chief  export  in  18*71,  it  dropped 
to  only  18  percent  of  the  whole  in  1898.  However,  as  the  demand 
for  tea  was  increasing  in  the  United  States  during  the  latter 
part  of  the  nineteenth  century,  some  green  tea  continued  to 
be  imported  from  China;  tut  the  greater  quantity  came  from 
Japan.  By  adhering  to  her  old  fashioned  oriental  customs, 

China  proved  to  be  no  match  for  her  skillful  and  energetic 
competitor,  Japan,  who  had  assimilated  the  ideas  and  practi- 
ces of  the  extern  T,;orld.  Thus  the  former  nation  receded  while 
the  latter  rapidly  forged  ahead. 

Development  of  Kerosene  Trade  1878-1890. 

The  late  1870 ’s  saw  the  development  of  a new  American 
export  trade  to  China.  This  was  the  kerosene  trade,  which 
first  assumed  real  importance  in  the  period  between  1878 
and  1884.  The  average  annual  shipment  was  over  five  million 
United  States  gallons.  Kerosene  was  a finished  product  de- 
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derived  from  the  refinery  of  petroleum.  It  was  first  rec- 
ognized as  having  commercial  value  in  the  decade  from  1850- 
1860.  Some  chemists  in  the  United  States  discovered  that 

kerosene,  extracted  from  petroleum,  could  be  used  safely  in 
1 

lamps.  It  then  beean  to  be  developed  commercially  and  ex- 
ported to  foreign  countries  during  the  late  sixties  and 
early  seventies.  It  found  a ready  welcome  in  China,  where 
the  people  had  been  using  bean  and  tea  oil  for  illuminat- 
ing purposes,  because  it  was  less  expensive.  They  were  very 
much  pleased  with  the  new  product  and  began  to  import  it 
in  increasing  quantities.  In  1885  no  less  than  14  million 
gallons  were  brought  directly  to  Shanghai  from  New  York. 

For  p snort  while  , the  progress  of  the  trade  encoun- 
tered difficulty  on  account  of  an  antagonistic  attitude  on 
the  part  of  the  Chinese  government  toward  the  use  of  kero- 
sene by  the  people.  In  1881,  the  officials  at  Ningpo  showed 

2 

a disposition  to  prohibit  the  trade  as  dangerous.  As  late 
as  1888,  one  of  these  maintained  that  kerosene  was  worse 
than  opium  ''because  opium  is  slow".  Thi3  remark  was  pro- 
voked by  the  occurrence  of  fires  in  some  of  the  cities. 

The  cause  of  the  fires  was  attributed  to  the  use  of  the  oil. 

1.  Isaac  Lippincott,  Development  of  Modern  World  Trade,  p.295 

2.  Chinese  ¥aritime  Customs  Reports  on  Trade, 1881,  p.15 
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Thereupon,  a restriction  on  its  import  was  advocated. 
Despite  this,  trade  continued  to  increase.  From  1886- 
1889,  the  average  import  of  kerosene  oil  was  about  18 
million  gallons.  In  fact  until  1889,  American  oil  was 
reported  to  be  the  only  foreign  oil  in  use.  However,  in 
1889,  Russian  oil  was  included  in  the  import  statistics. 
From  then  on,  other  nations  began  to  bid  for  trade,  but 
this  will  be  discussed  later. 

Cotton  Trade  after  1870. 

The  introduction  of  American  cotton  into  China  and 
the  history  of  this  trade  between  the  two  countries  from 
its  beginning  in  the  middle  of  the  1820's  on  through 
the  American  Civil  War  have  already  been  treated.  It  has 
also  been  pointed  out  how  the  cotton  industry,  on  account 
of  the  effective  blockade  of  the  southern  ports,  and, 
later,  on  account  of  the  war,  itself,  was  for  the  most 
part  destroyed.  It  was  noted  that,  as  a result  of  this, 
trade  both  in  raw  cotton  and  cotton  goods  was  greatly  re- 
duced. However,  after  the  war  had  ended  and  the  South  was 
rehabilitated,  there  was  a renewal  of  activities  and  trade 


1.  North  China  Herald  Feb.  24,  1888,  p.  211 
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was  resumed.  In  1874, the  value  of  cotton  cloth  exported 
from  the  United  States  to  China  was  $200,000;  in  1881- 

$4 , POO , 000 ; in  1890-  $1,400,000;  in  1906-  $29,800,000; 

1 

and  in  1908-  $3,400,000.  It  can  be  seen  from  these  figures 
that  there  was  much  fluctuation  in  the  value  of  the  cotton 
manufactures  shipped  to  China.  This  was  due  to  the  change 
in  consumer  demand  as  well  as  price  .levels.  The  unloading 
port  for  the  goods  which  were  brought  there  directly  from 
the  United  States  was  Shanghai.  Here  it  was  sold  to  im- 
porters who  in  turn  distributed  it  to  the  retail  merchants 
in  their  respective  districts. 

As  heretofore,  Great  Britain  continued  to  be  a strong 
competitor  of  the  United  States.  However,  the  Americans 
controlled  the  market  in  Manchuria.  Of  the  cotton  piece 
goods,  imported  into  this  province,  in  the  first  years 
of  the  twentieth  century,  it  was  said  that  seven-eighths 
of  the  total  were  shipped  from  the  United  states.  The  cargo 
was  chiefly  sheetings  and  drill.  It  was  used  for  the  cloth- 
ing of  the  natives  'who  were  too  poor  to  buy  other  materials. 
And  because  the  duality  of  the  cloth  was  so  satisfactory  to 
the  needs  of  the  people,  the  market  was  easily  expended. 


1.  Melvin  Thomas  Copeland,  The  Cotton  Manufacturing  Indus  try , p . 224 
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There  was  another  advantage.  The  English  manufacturers 

had  not  found  it  possible  to  offer  pure-sized  goods  at 

1 

the  low  price  quoted  by  the  Americans. 

On  the  other  hand,  English  interests  dominated  south- 
ern China.  This  was  due  to  the  fact  that  the  Americans  made 
no  strong  effort  to  enter  this  field.  The  trade  condition 
here  was  another  reason.  The  demand  was  for  light  sheeting 
and  shirtings  and  this  was  the  kind  of  manufactured  croods 
that  England  exported.  The  patterns,  too,  were  most  pleas- 
ing to  the  people  in  this  section.  But  to  do  this  necessi- 
tated caring  for  each  order  separately,  while  the  Americans 
were  accustomed  to  produce  large  quantities  of  a single 
pat  tern . 

This  story  of  the  cotton  trade  between  China  and  the 
United  States  has  brought  the  reader  to  the  beginning  of 
the  20th  century.  Its  further  development  will  be  told  in 
a later  section,  entitled  ’’Cotton  Trade  after  the  Russo- 
Japanese  Aar".  Attention  is  now  directed  once  more  to  the 
shipping  industry  and  its  movement  during  this  period. 


1. Melvin  Thomas  Copeland, 


The  Cotton  Manufacturing  Industry , p.225. 
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Decline  of  American  Shipping. 

In  the  early  years  of  trade  with  China,  American  ship- 
ping held  a leading  position.  Mention  has  been  made  of  the 
fast  sailing  ships  of  the  New  England  merchant  princes  and  of 
the  clipper  ships  that  later  plied  continually  between 
American  seaports  and  Shanghai  and  Canton.  In  the  early 
1870's  the  total  tonnage  of  river,  coastwise,  and  ocean 
yoing  shipping  recorded  by  the  Chinese  Maratime  Customs 
was  from  8 to  12  millions.  Of  these  43  percent  was  American 
in  1871.  Indeed  one  American  official  writing  at  this  time 
commented  on  its  importance  and  explained  that  it  was  due 
"partly  to  the  superiority  of  the  models  of  our  ships  for 
certain  branches  of  trade,  for  instance,  river  work,  and 

partly  to  the  enterprise  and  good  fortune  of  a few  of  our 

,,1 

citizens.  Shortly  after  thi3  there  was  a great  change. 

The  American  tonnage  began  to  decline  gradually  so  that  in 
1877  it  was  only  5 percent.  There  were  several  reasons  for 
this.  First,  Chinese  foreign  trade  was  not  growing,  and, 


1.  C.F.  Remer,  American  Investments  in  China  (New  York,  The 
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furthermore,  at  this  time  it  was  largely  with  the  British 
Empire  or  through  two  great  centers  of  distribution  within 
it,  namely,  Hongkong  and  London.  Secondly,  Japanese  ships 
had  begun  to  take  part  in  the  coasting  trade.  But  the  chief 
reason  was  the  sale  of  the  Pacific  Mail  Steamship  Company 
to  the  Japanese  government,  and  the  sale  to  a Chinese  cor- 
poration of  the  fleet  of  the  Shanghai  Steam  Navigation 
Company,  an  American  corooration.  Added  to  this  was  the 
mounting  cost  of  construction  of  the  ships.  The  advantage 
of  steam  power  in  propelling  vessels  had  been  recognized  and 
this  was  rapidly  replacing  the  sail.  Also,  steel  was  being 
used  instead  of  timber.  All  of  these  changes  made  the  build- 
ing and  operating  of  the  boats  much  more  expensive  than  here- 
tofore. Thus  by  1886,  the  total  tonnage  under  the  American 

1 

flag  in  China  trade  was  not  more  than  1 percent. 

When  in  1874  the  newly  formed  China  Merchants'  Steam 
Navigation  Company  bought  the  American  owned  fleet  and  en- 
tered the  shipping  trade,  they  gave  the  first  evidence  of 
their  desire  to  accept  the  modern  ideas  and  methods  of  the 
Western  World.  But  for  several  years,  the  only  attempts  to 

1.  C.F.  Remer,  The  Foreign  Trade  of  China  (Shanghai,  The 
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use  modern  machinery  was  in  their  shipping.  It  was  not  until 
the  early  80's  that  it  appears  in  other  industries.  The  Amer- 
ican, as  well  as  the  English  merchants,  were  quick  to  per- 
ceive this  trend  to  the  modern  on  the  part  of  the  Chinese 
and  tried  to  capitalize  upon  it.  Both  strongly  urged  the 
importation  of  machinery  from  their  respective  countries 
but  did  not  meet  with  very  much  success  at  first.  The  Chinese 
were  not  yet  ready  to  begin  the  indus trialization  of  their 
country  on  a large  scale. 

Among  the  first  of  the  projects  started  at  this  time 
were  the  railways.  For  this,  iron  and  steel  equipment  was 
needed,  and  this  was  supplied  by  the  United  States  and 
Great  Britain.  Both  of  these  countries  also  supplied  machin- 
ery to  be  used  in  two  cotton  mills  which  the  Chinese  built 
in  the  late  80 ’ s . England,  however,  exported  the  greater 
amount  because  her  machinery  was  better  adapted  to  the 
Chinese  type  of  manufactures.  As  Cnina  slowly  progressed 
in  the  field  of  industry,  so  these  two  foreign  countries 
continued  to  strive  for  dominance  in  her  machinery  import. 

It  was  not  until  the  twentieth  century,  however,  that  there 
was  any  real  accomplishment  in  this  line. 
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Competition  in  Oil  Exports  1890-1398 

Although  American  tonnage  had  fallen  off  noticeably 
during  this  period,  kerosene  oil  continued  to  find  a ready 
market  in  China.  As  has  been  stated,  this  product  was  first 
introduced  there  in  the  late  70* s as  an  American  export. 

For  several  years  the  Standard  Oil  Company,  the  largest  oil 
corporation  in  the  United  States,  was  complete  master  of 
the  market  not  only  in  China  but  in  all  of  the  Far  East. 

In  1890,  however,  the  security  of  this  company  was  threat- 
ened by  two  competitors.  Between  the  years  1890  and  1898, 
Russia  had  established  a petroleum  trade  with  China,  and 
Sumatra  was  making  an  entry  into  the  market.  In  the  fol- 
lowing years,  these  two  countries  greatly  improved  the 
manufacture  of  tneir  products  and  were  able  to  supply 
Cnina  with  a very  good  grade  of  oil.  They  studied  the 
Chinese  market  carefully  and  found  profitable  ways  of  reach- 
ing the  consumer.  So  while  the  trade  of  Russian  and  Sumatran 
interests  was  increasing,  that  of  the  Standard  Oil  Company 
was  falling  off.  This  was  especially  true  in  the  case  of 
Sumatra.  Her  trade  increased  so  rapidly  that  in  the  first 
years  of  the  twentieth  century,  she  had  surpassed  the 
United  States  in  the  export  of  oil  to  China.  Statistics 
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for  the  year  1903  show  how  the  competitor  nations  ranked 
with  respect  to  China  in  the  export  of  oil. 


1903 


1 

Country  Gallons 

America  31,060,527 

Russia  13,503,635 

Sumatra  39,859,508 

These  figures  show  that  the  Standard  Oil  Company  no  longer 

dominated  the  Chinese  oil  markets. 

In  addition  to  the  two  countries  already  mentioned, 
there  were  two  others  who  competed  with  the  United  States 
in  the  oil  trade  with  China.  These  were  Eorneo  of  the  Dutch 
East  Indian  Island  group  and  Burmah, British  India.  Although 
these  countries  did  not  seriously  affect  the  trade  of  the 
Standard  Oil  Company,  they  did  add  to  the  general  struggle 
for  oil  supremacy  at  that  time. 

On  account  of  this  severe  competition  encountered  in 
the  East,  the  Standard  Oil  Company  was  constantly  engaged 
in  price  manipulation  of  its  products.  The  price  of  oil, 
offered  for  sale  in  Chinese  markets,  was  lower  than  that 
charged  in  the  domestic  markets  in  the  United  States.  Tfms 


1.  Ida  M.  Tarbell,  The  History  of  the  Standard  Oil  Company  p.214 
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the  consumer  at  home  paid  a higher  price  than  the  true  mar- 
ket condition  called  for.  In  reality,  the  Company  in  its 
eagerness  to  maintain  its  supremacy  abroad  was  forcing  the 

domestic  consumer  to  make  up  for  the  lower  price  levels 

1 

maintained  in  China.  Thus,  in  spite  of  the  injustice  per- 
petrated on  the  people  at  heme,  the  Company  was  submitted 
to  the  chagrin  of  being  superseded  in  prestige  by  interests 
abroad. 

Period  of  Equality  between  Imports  and  Exports. 

Although  it  has  been  shown  how  America’s  exports  to 
China  decreased  greatly  in  the  years  between  1375-1885, 
the  period  1896-1898  is  known  as  the  period  of  equality 
between  imports  and  exports  in  America’s  foreign  trade 
with  China.  During  this  time  American  exports  to  China  and 
Hongkong  were  approximately  eaual  to  American  imports  from 
Honkong  and  China.  Prior  to  this  time,  the  United  States 
imported  more  products  from  China  than  were  exported  to 
that  country.  The  increase  in  exports  during  and  after 
this  period  was  due  in  great  measure  to  the  results  of 
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further  development  of  American  organization  for  sales  and 
distribution  of  its  products  throughout  China.  American 
traders  began  to  establish  business  firms  in  Shanghai, 

Canton,  Peking,  and  other  of  the  larger  Chinese  cities. 

Iri  this  way  they  were  able  to  deal  directly  with  consum- 
ers of  large  areas  and  to  interest  more  people  in  their 
products.  Thus  they  were  better  able  to  maintain  a balance 
of  trade. 

Period  of  Foreign  Aggression  1900-1905 

During  the  years  when  the  various  oil  companies  were 
striving  for  supremacy  in  China,  a war  broke  out  between 
the  latter  country  and  Japan.  This  was  the  Chino-Japanese 
War  of  1895-1896.  It  not  only  resulted  in  complete  defeat 
for  China  but  revealed  her  appalling  weakness  to  the  other 
nations  and  they  immediately  took  advantage  of  it.  The  power- 
ful Furopean  nations  now  began  to  force  concessions  both 
territorial  and  otherwise  from  China.  They  were  successful 
in  their  so  called  "justifiable  aggression"  because  China 
was  too  feeble  to  resist  them.  However,  a strong  anti-foreign 
feeling  was  now  rapidly  rising  in  China,  and  this  resulted  in 
the  outbreak  of  the  Boxer  Rebellion  in  1900.  This  was  inves- 
tigated and  brought  to  a head  by  a society  in  North  China 
which  was  called  the  "The  Righteous  Harmony  Fists", or  Boxers. 
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The  rebellion  was  sanctioned  by  the  Chinese  Empress  who 
hated  the  foreigners  and  hoped  that  this  might  result 
in  their  eviction.  However,  a .ioint  military  expedition, 
composed  of  Americans  and  Europeans,  put  down  the  up- 
rising  and  restored  order. 

During  the  period  of  hostilities,  American  trade,  as 
well  as  that  of  most  of  the  European  countries,  with  China 
fell  off  somewhat,  as  is  usually  the  custom,  when  nations 
8re  at  war.  Also,  there  was  considerable  destruction  of 
their  goods  and  property  by  Chinese  Boxers.  Passive  resis- 
tance to  the  traders  of  the  Western  World  was  also  exhibited 
by  many  of  the  Chinese  merchants  who  believed  that  their 
country  was  being  exploited  and  betrayed  by  the  foreigners. 
However,  their  enmity  was  not  extended  to  the  United  States 

4 

as  it  was  to  most  of  the  other  countries.  Unlike  the  latter, 
the  United  States  did  not  attempt  annexation  of  any  Chinese 
territory,  and  it  opposed  all  attempts  by  the  foreign  powers 
to  acquire  more  also.  For  these  friendly  acts  the  Chinese 
were  grateful.  Furthermore,  the  United  States  returned  a 
certain  portion  of  the  indemnity  levied  upon  China  for 
destruction  of  lives  end  property.  In  appreciation  of  this, 
the  Chinese  government  set  aside  this  mohey  for  the  educa- 
tion of  their  students  in  American  Univers ities . 
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The  period  between  the  close  of  the  Boxer  uprising  end 
the  Russo-Japanese  War  is  marked  by  a series  of  politico- 
diplomatic  events.  In  1901,  the  so-called  "final'  protocol" 
was  drawn  up  and  signed  by  the  World  Bowers  and  China.  This 
was  really  a form  of  treaty  subsequent  to  the  Eoxer  Rebellion 
and  provided  for  the  payment  of  approximately  330  million 
dollars  as  an  indemnity  for  the  outrages  caused  by  the  upris- 
ing. The  Treaty  Bowers  were  <?iven  the  right  to  fortify  sec- 
tions of  Beking  end  to  maintain  by  their  own  forces  communi- 
cations between  Beking  and  the  Sea.  As  has  been  stated,  the 
United  States  was  hostile  to  any  territorial  acquisitions  at 
the  expense  of  China  and  was  largely  instrumental  in  prevent- 
ing fursher  concessions  at  China’s  expense  with  respect  to 
this  protocol.  In  1902  an  agreement  was  pending  between  Russia 
and  Chins  under  -which  the  former  was  to  obtain  certain  prefer- 
ential rights  in  Manchuria.  On  February  1,  1902,  the  United 
States  protested  to  China  that  this  country  "trusts  no  ar- 
rangement which  would  impair  the  territorial  integrity  of  China. 
In  1903  the  United  States  negotiated  a treaty  with  China  which 
provided  for  the  relinquishing  of  extra  territorial  rights  when 
the  state  of  the  Chinese  law  warranted  such  a procedure. 


1 . Bncyclopedla  of  Social  Sciences,  Vol.  11,  p.469 
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Tn  1SC4-1905,  a war  was  fought  between  Russia  and  Japan 
for  control  of  Manchuria.  The  Japanese  were  victorious  and  a 
treaty  of  peace  was  concluded  at  Portsmouth,  New  Hampshire, 
ending  the  war.  The  terms  of  this  treaty  are  irrelevant  as 
pertains  to  this  thesis  but  the  resulting  effects  of  the  war 
revealed  Japan  as  practically  master  of  Manchuria. 

The  Chino-Japanese  far , the  results  of  the  Poxer  uprising, 
and  the  Russo-Japanese  war  taught  China  that,  i f s he  hoped  to 
survive  as  a soverign  nation,  she  would  have  to  reorganize 
her  whole  existing  structure.  She  perceived  that  a new  and 
modern  type  of  civilization  would,  necessarily,  have  to  re- 
place the  old  time  worn  oriental  customs  and  habits  and  that 
reforms  and  improvements  were  essential  to  her  very  existence. 
Consequently,  the  year  1906  witnessed  the  beginning  of  a wide- 
spread movement  to  reform  and  reorganization.  Railroads  ’were 
increased,  telegraphic  communication  was  established  so  that 
all  of  the  principal  cities  were  connected.  Modern  cotton 
mills  and  watch  factories  were  started;  the  coal,  iron,  and 
antimony  mines  were  opened  and  exploited.  The  Chinese  began 
to  organize  companies  similar  in  cnaracter  to  those  of  the 
Western  nations  to  handle  these  enterprises.  China  finally 
had  awakened  to  a new  age,  and  was  attempting  to  fit  herself 


to  enter  it. 
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Cotton  Trade  After  the  Russo- Japanese  Aar 

In  spite  of  the  competition  with  Great  Britain, 

America’s  cotton  trade  with  China  from  the  earliest 
times  up  to  the  beginning  of  the  twentieth  century, grew 
rapidly. save  for  one  period.  This  exception  to  which  I 
refer  has  already  been  mentioned  as  the  years  of  the 
American  Civil  War  and  the  blockade  of  the  Southern  ports  , 
which  immediately  preceded  the  war.  Of  course,  the  trouble 
at  this  time  was  not  due  to  competition  but  rather  to  the 
fact  that  the  cotton  industry  in  the  United  States  was 
practically  destroyed.  However,  when  peace  was  restored  and 
business  revived,  it  has  been  shown  that  tne  export  trade 
in  cotton  increased  remarkably  and  the  United  States  greatly 
outdistanced  her  nearest  competitor,  Great  Britain.  The 
United  States  continued  to  be  the  chief  source  of  China’s 
cotton  import  until  the  close  of  the  Russo-Japanese  War- 
in  1905. 

It  has  been  stated  in  a previous  chapter  that  Japan, 
as  well  as  Great  Britain  and  the  United  States,  had  become 
interested  in  the  cotton  trade  with  China.  Tn  the  closing 
years  of  the  nineteenth  century,  Japan  had  advanced  to 
such  a stage  that  she  could  not  be  ignored  as  a possible  rival 


by  the  other  countries.  During  the  years  stated,  she  had 
been  rapidly  developing  as  an  industrial  nation.  She  had  es- 
tablished cotton  manufacturing  plants  within  her  own  bor- 
ders, and  by  means  of  the  employment  of  cneap  labor  and  skilled 
methods  of  production,  she  7/as  eventually  abl^  to  make  a 
strong  bid  for,  the  Chinese  market. 

In  addition  to  the  mills  that  they  built  in  their  own 
country,  the  shrewd  Jaoanese  merchants  made  large  invest- 
ments in  the  cotton  industry  in  China,  itself.  Here,  too, 
they  erected  factories,  produced  the  cloth,  and  distributed 
it  to  the  Chinese  merchants  in  the  various  districts.  Thereby, 
a regular  system  of  retail  trade  was  established,  and  the 
Chinese  consumer  was  educated  to  the  use  of  Japanese-made 
cotton  goods.  In  this  way,  he  was  also  disposed  to  purchase 
it.  Thus  the  Ja  /anese,  with  the  advantages  of  cheap  labor 
and  the  proximity  of  the  market  to  their  place  of  manufacture, 
became  leaders  in  the  Chinese  cotton  goods  trade.  The 
United  States,  on  the  other  hand,  unable  to  overcome 
these  obstacles,  fell  to  second  place.  An  idea  of  Japan's 
progress  over  the  United  States  and  Great  Pritain  in 
this  period  is  shown  by  the  following  chart.  The  figures 


in  terras  of  dollars  are  given  for  tne  years  19C4  and  1913. 


Sheetings 


1904 

American  $4,677,854 

American 

1913 

$4,456,851 

English 

1,286,828 

English 

406,805 

Japanese 

420,652 

Japanese 

6,909,359 

1904 

American  $3,438,092 

Drills 

American 

1913 

$1,539,621 

f no;lish 

290,011 

T ngli sh 

286,125 

Japanese 

400,000 

Japanes e 

4,600,251 

The  chart  drawn  above  refers  to  the  cotton  exports  to 
North  China  where  American  trade  -vas  the  greatest. 

For  the  total  cotton  trade  of  China,  figures  for  the  year 
1913  have  been  taken  as  an  estimate  of  the  value  of  Japa- 
nese exports  compared  with  those  of  the  United  States.  The 
two  countries  with  their  respective  export  values  to  China 
in  1913  are: 

Japan- 140,166,911. 

United  states 6,520,8^0 

The  Decline  of  Plain  Fabrics. 

During  the  latter  part  of  the  nineteenth  century,  and 

the  first  few  years  of  the  twentieth  century,  the  United 

States  played  a prominent  part  in  the  export  trade  of  plain 
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fabrics  into  China.  Competition  was  encountered  with  Great 
Britain,  Japan  and  India,  each  striving  for  control  of  the 
Chinese  markets.  Great  Eritain,  however,  as  successful  in 
maintaining  the  leading  position.  The  Chinese  have  teen  par- 
tial to  British  manufactured  goods  for  many  years.  England 
exercised  a considerable  amount  of  influence  with  the  Chinese 
import  merchants  due  to  her  sales  and  distribution  technique. 
Her  urogram  of  advertising  was  particularly  well  developed 
by  the  last  decade  of  the  nineteenth  century.  Ekr  1900,  the 
British  were  the  chief  suppliers  of  all  types  of  fabrics 
in  the  markets  of  Southern  China,  and  their  products  //ere 
well  known  to  the  Cninese  who  inhabited  that  region.  ' ven  so, 
the  United  States,  continued  to  strengthen  its  position  with 
regard  to  the  sales  of  those  fabrics,  and  by  the  year  1905, 
nearly  succeeded  in  overtaking  Great  Britain.  Her  exports 
reached  a total  almost  as  great  as  those  of  the  latter  nation. 
The  Chinese  customs'  reports  for  the  year  1905  show  that  im- 
ports of  plain  fabrics  from  the  United  otates  were  12.6  mil- 
lion pieces.  This  year,  however,  saw  toe  highest  point  ever 
achieved  in  this  trade  between  the  United  States  and  China. 

The  following  year  showed  a decline  and  in  1907  the  customs' 
reports  showed  a total  of  .5  million  pieces.  In  1909  there 
was  a recovery  and  the  imports  increased  to  3.8  million  pieces. 
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However,  competition  from  another  source  had  by  this  time 
become  dangerous, as  another  country  had  become  an  important 
factor  in  this  trade. 

The  close  of  the  Russo-Japanese  1far,left  Jaoan  in  a 
very  favorable  position  with  regard  to  trade  expansion. 

Prom  that  period  on  she  began  to  devote  her  time  to  a tre- 
mendous program  of  industrial  and  trade  expansion.  The  United 
States  was  never  able  to  recover  the  former  position  which 
she  had  occupied  prior  to  that  war  and  found  herself  falling 
below  Japan.  In  addition  to  the  cheap  labor  and  proximity  to 
the  Chinese  markets,  an  increasin'?  Japanese  economic  influ- 
ence in  Manchuria  made  it  fairly  easy  for  Japan  to  replace 

1 

the  United  States.  In  the  year  ISIS,  Japan  was  well  ahead 
of  the  United  States  in  the  export  of  plain  fabrics. 

The  rapid  rate  of  increase  in  Japanese  exports  to  China 
is  shown  by  the  following  statistics.  In  1909  Japan  exported 
1.4  million  pieces  to  China;  in  1910,  2.4  million;  in  1911, 

3 millions:  and  in  1913,  5.7  millions.  This  revealed  one  "ore 
instance  of  the  rise  of  Japan  to  a position  of  importance  in 
the  Chinese  trade.  It  had  now  become  quite  obvious  to  the 

1 . U . S . Department  of  Commerce,  Bureau  of  Foreign  and  Domes tic 
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msnuf &cturers  and  traders  of  th^  United  States  that  this 
little  nation  was  one  which  would  have  to  he  reckoned  with 
in  any  future  commercial  activities  entering  the  China  trade. 

Silk  Trade  after  187Q 

ith  reference  to  the  silk  trade,  it  has  been  stated 
in  a,  previous  chapter  that  during  the  closing:  years  of  the 
period  before  1870  Japanese  silk  entered  into  comcetiticn 
with  Chinese  silk  in  the  markets  of  the  United  States.  For 
the  year  1870,  the  value  of  silk  exports  from  China  was  about 
one-third  of  the  value  of  all  exports,  and  tea  and  silk 
together  recresented  five-sixths  of  the  total  value  of  ex- 
ports. In  this  trade  the  Americans  were  of  first  importance.^ 
From  the  year  1870  to  the  end  of  the  century , however , 

Japan  gradually  replaced  China  in  the  United  States  Trade. 

The  Jaoanese  had  observed  the  ever  increasing  trade  of  China 
with  the  United  States,  and.  realized  how  profitable  a market 
the  latter  country  would  be  for  them,  if  they  could  win  it 
away  from  China.  They  believed  that  success  lay  in  their 
ability  to  supply  a more  desirable  product.  Accordingly,  they 
set  to  work  to  improve  it.  Every  step  was  carried  out  under 
improved  scientific  methods;  such  as,  treating  the  cocoons 
to  keep  them  in  the  best  possible  condition,  reeling  the  silk, 
and  preparing  it  for  foreign  expert.  Since  tney  were  producing 

1.  C.  F.  Remer,  Foreign  Investments  ir_  China  ( U.Y. , MacMillan  Co. 
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especially  for  the  United  states  market,  the  Japanese  encour- 
aged not  only  American  suggestions  in  their  production  but 
also,  In  some  cases,  American  supervision  of  their  work. 

In  China,  on  the  other  hand,  a different  situation  had 
developed.  The  Chinese  silk  seems  to  be  better  adapted  to  the 
European  method  of  manufacture.  Consequently,  it  was  to  Europe, 
rather  than  to  the  United  States,  that  the  Chinese  looked  for 
their  market.  Furthermore , the  Chinese  government  officials 
were  satisfied  with  the  way  their  industry  was  being  carried 
on.  The  diseased  silk  worms  did  not  concern  them,  esoeclally, 
nor  did  the  insect-infested  cocoons  which  were  numerous.  In 
fact,  unlike  the  Japanese,  they  made  no  effort  to  reform  ex- 
isting evils.  Therefore,  their  product  was  inferior  to  that 
of  the  Japanese  so  far  as  the  American  consumer  was  concerned. 
So,  although  the  Chinese  did  continue  to  exrort  a considerable 
auentity  of  raw  silk  to  the  United  States  from  1870-1913, 
the  tonnage  was  far  below  what  it  should  have  been, considering 
the  greatly  increasing  demand  of  the  American  market.  The  re- 
sult was  that  from  1899-1913  about  twice  as  much  Jaoan<=se  raw 
silk  was  sent  to  the  United  States  as  was  sent  to  iurope.1 

Establishment  of  the  Republic,  1912 

As  this  period  draws  to  a close,  internal  troubles , which 
had  been  brewing  for  several  years,  came  to  a crisis.  The 
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nature  of  this 


and  its  effect  on  the  trade  of  the  country  will 
be  related  in  the  following  paragraph. 

In  1SC8,  the  Dowager  Empress  of  China  died.  To  succeed 
her  a manor  was  placed  on  the  throne  under  a regency.  This 
rule,  however,  proved  wholly  inadequate  to  satisfy  the  tem- 
per of  tne  people.  A feeling  of  unrest  and  discontent,  which 
was  pravalent  all  around,  gave  evidence  of  a desire  for  new 
effective  action. 

Already  a republican  movement  had  for  sometime  been 
agitated  by  the  people  of  Canton,  and  byyoung  Chinese  who 
had  been  educated  abroad.  Naturally,  the  latter,  as  students, 
had  acquired  new  and  progressive  ideas  as  to  government  as  well 
as  to  other  phases  of  life.  Furthermore,  their  enthusiams  had 
been  fostered  and  kect  alive  by  Sun-Yat-Sen.  He  was  a man  of 
mature  years  who  had  also  been  trained  in  the  Universities  of 
the  estern  countries.  He  was  also  a man  of  liberal  views. 
Inbued  with  the  desire  to  institute  a change  in  the  form  of 
government  in  China,  he  traveled  extensively,  visited  the 
Chinese  students  in  Europe  and  the  United  States,  preaching 


ideas  of  democracy,  and  emphasizing  the  value  and  need  of  a 
republican  form  of  government  in  China.  Consequently,  the 
young  students  returned  to  China  with  the  new  ideas  on  poli- 
tics uppermost  in  their  minds,  and  with  a yearning  to  make 
these  ideas  practical  at  home.  Their  ambitions  were  soon  to 


be  realized 
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In  the  early  soring  of  IS11  the  rumblings  of  revolu- 
tion began  to  be  heard.  \n  act  of  the  Imperial  Government 
finally  brought  matters  to  a head  at  this  time.  hat  happened 
was  that  the  government  now  attempted  to  place  the  railroads, 
that  were  being  constructed,  under  imperial  control,  and 
proposed  to  obtain  the  funds  necessary  to  complete  them  by 
foreign  loans.  This  aroused  bitter  opposition  in  the  Provin- 
ces, where  the  people  still  distrusted  the  foreigner  and  op- 
posed everything  pertaining  to  him.  The  revolutionary  party 
capitalized  on  this  unrest  of  the  people,  and  in  the  follow- 
ing October,  1911,  instigated  and  led  a rebellion  against  the 
Imperial  Government.  This  rebellion  spread  throughout  all  the 
provinces  of  China.  In  a short  time,  the  ruling  sovereigns, 
who  were  known  as  the  "f  anchus ' , were  depri  ved  of  their  power. 
A new  form  of  government  was  now  set  up.  It  was  called  the 
Chinese  Republic.  Sun-Yat-Sen  was  elected  rovisioral  presi- 
dent. Hp  retained  his  leadership  throughout  the  period  of 
unrest  following  the  abdication  of  the  former  rulers.  Early 
in  1912,  however,  he  resigned  in  the  interest  of  unity  and 
another  provisional  president  was  elected. 

The  new  republic  had  as  its  objective  the  unification  of 
China  and  the  preservation  of  its  independence,  which  had  for 
the  past  twenty-five  years  been  rapidly  degenerating.  There 
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was  also  the  determination  to  continue  on  an  extensive  scale 
the  modernization  and  industrialization  of  the  country. 
Although  it  took  a number  of  years  before  a constitution  was 
pdopted  and  a stable  form  of  government  set  up,  nevertheless, 
the  revolution  was  successful  in  that  it  put  an  end  to  the 
wastefulness , neglect , and  corruption  of  the  Manchu  dynasty 
and  its  baneful  influence  on  China’s  economic  life. 

The  immediate  effect  of  the  revolution  and  the  unsettled 
state  of  the  country  was  a decline  in  the  total  foreign  trade 
in  1S12,  but  a prompt  recovery  soon  followed  and  a year  later 
the  total  trade  rose  to  new  heights. 
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PART  111 

AMERICAN  TRADE  WITH  CHINA  1914-193^ 

CHAPTER  1. 

EFFECTS  OF  THE  '.ORLD  :AR  ON  AMFRICAN-CHINESS  RELATIONS. 

The  present  period  of  the  American  Chinese  trade  is  a 
remarkable  one.  The  first  years  of  this^ period  witnessed  the 
greatest  and  most  disastrous  war  the  world  has  ever  known. 

It  was  called  "The  7/orld  -/var"  because  most  of  the  countries 

f 

of  the  world  were  involved  in  it.  All  of  them  have  been  ef- 
fected by  it.  Its  influence  on  the  United  States  was  great 
and  important  both  from  an  economic  and  a sociological  point 
of  view.  This  country,  remaining  neutral  from  August  1914  to 
April  1917,  was  in  a good  position  to  realize  profits  from 
the  sale  of  raw  material  and  manufactured  products  to  the 
warring  nations.  As  a result  of  this  condition  of  affairs,  the 
purchasing  power  of  the  country  became  greater  and  tie  stand- 
ard of  living  higher.-  The  people  of  the.  United  States  were  now 
able  to  have  luxuries  -both  in  food  and  in  clothing. 

Revival  of  Silk  Trade,  1914. 

With  reference  to  the  clothing,  the  use  of  silk  came  to 
be  much  in 'demand  and,  consequently,  efforts  were  made  to  in- 
crease the  export  of  silk  from  China  to  the  United  States. 
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In  19117,  Th^  American  Silk  Association,  composed  of  the  manu- 
facturers and  distributors  of  silk  oroducts  in  the  United 
States,  sent  a representative  to  China  to  advise  those  con- 
cerned on  their  silk  producing  industries.  He  traveled 
among  the  various  silk  growers  and  producers  and,  by  the 
use  of  motion  picture  demonstrations,  indicated  the  changes 
necessary  in  the  silk  industry  so  that  the  desires  and  needs 
of  the  nmerican  market  could  be  accommodated. 

During  this  period,  1914-1919,  the  United  States  was  im- 
porting about  20  percent  of  all  the  raw  silk  entering  into 
Chinese  Foreign  Trade.  Japan  also  furnished  70  percent  of 
its  total  exports  in  silk  to  the  United  States.  The  Chinese 
silk,  however,  in  the  better  grades,  was  sunerior  in  textile 
strength  and  durability  to  all  other  silks.  Therefore,  it 
was  urged  upon  the  Chinese  silk  producers  that  they  improve 
the  conditions  of  their  cocoons,  and  produce  more  of  them, 
and  that  they  change  their  methods  of  reeling  the  raw  silk  so 
as  to  meet  tne  needs  of  the  high  speed  American  looms.  The 
Chinese  accepted  these  suggestions  and  put  them  into  practice. 
The  result  was  that  a better  grade  of  silk  was  produced  and 
the  percentage  of  export  to  the  United  States  increased. 

During  the  1917-1918  season  the  total  exports  of  raw  silk 
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from  China  and  the  amount  sent  to  the  United  States  were  as 
follows : 

Total  Exports  Exports  to  the  United  States  Percentage  of  Increase 
76,426  28,101  37 

This  shows  an  increase  of  17  percent  over  the  first  years 
of  this  period.  On  account  of  this  stimulation  by  The  American 
Silk  Association,  the  production  of  silk  is  now  carried  on  in  a 
far  more  efficient  and  lucrative  manner  than  was  formerly  the  case 
As  a.  further  conseouence  of  this,  China,  in  the  decade  following 
the  World  War  period,  sold  to  the  United  States  an  average  of 
$70,000,000  worth  of  raw  silk  annually.  This  added  greatly  to 
the  general  silk  manufacturing  industry  in  the  United  States  by 
increasing  employment  and  developing  the  domestic  trade. 

Bean  Oil  Trade 

Still  another  rroduct  was  growing  in  importance  in  the 

C'linese-American  trade  during  the  period  1913-1920.  This  was 
2 

Bean  Oil.  This  ia  a by-product  of  the  Soya  bean.  These  bean  pro- 
ducts made  their  first  appearance  in  foreign  trade  in  the 
decade  ore'ceding  the  orld  :ar.  In  1914  China  ^xcorted  118,909 
pounds  to  the  United  States.  It  was  valued  at  83,909.  The  Soya 
bean  was  used  in  the  United  States  in  earlier  years  of  this 


1.  U.S.Dept.  of  Commerce  Misc.  Series  84,Vol.  2-1920, p.278 

2.  Commercial  Handbook.  1926,  p.229. 
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trade  as  a forage  crop.  However,  later,  its  value  as  a food 
product  was  perceived  while  the  oil,  derived  from  the  bean, 
was  used  for  industrial  purposes.  In  1923,  the  United  States 
imported  19,000  tons  of  Soya  bean  oil  from  China.  In  1928, 
she  imported  2,300,816  pounds  of  this  oil,  valued  at  £146, 25*7. 
This  shows  a remarkable  growth  in  fourteen  years  and  its  im- 
portance in  the  trade  between  the  two  countries. 

Fxport  of  New  Products. 

It  was  not  only  in  her  Chinese  import  trade  that  the 
United  States  was  progressing  and  reaping  great  benefits. 

She  was  fortunate  in  other  ways  in  the  early  days  of  the 
war.  All  of  her  European  competitors,  being  engaged  in  hos- 
tilities, were  unable  to  maintain  their  former  foreign  trade 
relations.  Since  a great  part  of  their  man  power  was  at  the 
front,  those  able  to  produce,  who  were  left  at  home,  found 
that  they  had  a full  time  job  in  providing  for  the  home  and 
war  consumption.  Thus  the  supplies  which,  heretofore,  had 
entered  foreign  trade  vere  now  greatly  reduced.  Indeed,  in 
some  cases,  the  exoort  trade  of  certain  nations  were  cut  off 
altogether. 

Export  of  Dyes 

To  il]ustrate  the  last  statement  in  the  preceding  para- 
graph, Germany  may  be  taken  for  an  example.  She  had  been  a 
large  exporter  of  dyes  and  chemical  products  to  China.  In 
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1915,  Germany  supplied  82.6  percent  of  the  value  of  aniline 

1 

dyes,  and,  80  percent  of  the  artificial  indigo  imported. 

In  fact,  she  had  long  been  the  leader  in  the  Chinese  import 
market  for  dye  stuffs.  Before  the  outbreak  of  the  war  she 
was  the  orincipal  manufacturer  for  these  products  and  has 
established  German  brands  on  a sound  footing.  In  addition, 
she  maintained  a very  efficient  system  of  distribution 
throughout  China.  This  trade  practically  came  to  an  end  at 
the  beginning  of  the  war,  when  the  British,  French,  and 
Japanese  blockades  were  established. The  United  States  was 
able  to  take  advantage  of  this  situation  and  American  Dye 
interests  now  became  a factor  in  the  Chinese  market. 

The  first  serious  entry  of  the  United  States  into  this 
field  was  in  1918.  The  trade  increased  in  1919  and  by  1920, 
tne  United  States  was  succeeding  to  the  place  held  by  Germany 
before  the  war  in  the  dye  stuff  market.  The  following  chart 
will  serve  to  show  the  increase  in  the  American  export  of 
dyes  to  China  from  1913-1935.  The  r'onetary  value  is  given  in 
Haikwan  taels. 

2 

1913  1919  1920  1921  1922  1923 

37216  2,056,382  6.6F87S80  3,3^9,364  1,1*73,521  3,59?72o^ 

The  value  of  the  Haikwan  tael  in  American  dollars 

1913  1919  1920  1921  1922  1923 

^3  “TT39  '1.24  ~0~7T6  WcTQQ  U0T8O 


1.  Commercial  Handbook  of  China. 1926,  p.61 

2.  Commercial  Handbook  of  Chine.  .1926,  p.61 
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Thus  it  can  be  seen  now  in  this  particular  case  the  out- 
break of  the  7 or  Id  War  reacted  favorably  to  the  American  dye 
industry.  -It  is  very  probable  that,  had  it  not  be^n  for  this 
situation,  the  Americans  would  never  have  been  able  to  secure 
any  substantial  footing  in  the  Chinese  market  for  these 
products . 

Similarly,  the  United  States  replaced  Germany  in  the 
export  of  machine  tools  and  electrical  equipment.  Jn  1913, 
Germany  supplied  China  with  the  largest  amount  of  electri- 
cal moods  of  all  kinds.  She  also  figured  prominently  in  the 
export  of  machine  tools,  /it  the  same  time  the  trade  of  the 
United  States  with  China  in  these  Products  was  very  small. 

In  1916,  however,  Germany's  trade  had  ceased  while  the  United 
States  continued  to  forge  ahead.  In  1921,  her  share  had  in- 
creased to  34.7  percent  of  the  total  import  trade. 

Increase  in  Petroleum  Pxports. 

The  petroleum  exports  from  the  United  States  to  China 
likewise  increased  between  the  years,  1914  and  1923, and 
surpassed  those  of  the  other  countries.  In  these  days,  the 
danger  of  competition  had  ceased  to  be  a serious  threat.  Pu^ 
to  the  revolution,  which  demoralized  the  anti  re  economic  sys- 
tem. of  Pussia,  that  country  had  dropped  out  of  the  market  by 
1918.  For  various  reasons,  due  to  restrictions  imposed  by  war, 
tne  trade  of  the  other  oil  producing  nations  fell  off  also. 
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Therefore,  with  reference  to  kerosene,  the  American  inter- 
ests increased  their  exports  from  a quantity  basis  of  59.5 
percent  in  1910  to  83. 3 percent  in  1923.  This  shows  that  by 
the  time  the  war  had  ended  and  all  hostilities  had  ceased, 

the  United  States  was  practically  in  control  of  the  entire 

1 

kerosene  trade  of  China.  American  fuel  oil  imports  into  China 
also  became  much  greater  between  the  years  1914  and  1921. 

Prior  to  1910  the  Dutch  last  Indies  exported  tee  largest 
amount  of  fuel  oil.  One  reason  for  this  was  that  the  /'merican 
companies  had  as  yet  no  storage  facilities  in  China  for  their 
fuel  oil  products.  They  were,  therefore,  handicapped  by  the 
proximity  of  the  Dutch  markets.  However,  the  change  from  coal 
to  oil  burning  vessels  in  1918  created  a demand  for  heavy 
American  oil.  The  increase  in  the  auantity  of  the  American 
fuel  oil  imports  into  China  for  this  period  is  listed  as 
follows:  1913,  83  tons:  3921,  82.^55  tons.  In  addition  to 
the  increase  in  kerosene  and  fuel  oil  imports  there  was  also 
an  advance  in  the  amount  of  lubricating  oil,  exported  during 
these  years  from  the  United  States.  The  growth  of  industrial 
enterprise  in  China  and  the  use  of  modern  machines  were  the 
cause  of  this. 


1.  Commercial  Handbook  of  China,  1926,  p.S*/ 
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Machinery  Trade 

The  increase  in  the  use  of  modern  machinery  in  Chins 
during  the  World  sr  oeriod  was  tremendous.  The  Chinese 
republican  government  had  launched  a strong  program  of 
industrialization  and  was  seeking  the  necessary  machinery, 
iron,  and  steel  equipment,  to  carry  out  their  plans  success- 
fully. Consequently,  the  year  1916,  marks  the  beginning  of 
an  important  export  trade  in  machinery  from  the  United 
States.  During  this  year  a total  value  of  6,655,443  Haikwan 
taels  were  spent  on  machinery.  Cf  this  amount,  the  United 
States  and  Canada  together  received  1,263,284  Haikwan  taels 

for  tne  value  of  their  exports.  This  was  19.2  percent  of 
1 

the  whole.  In  the  three  following  years,  the  percentage  in- 
creased, amounting  to  46. n percent  in  1919.  There  was  a de- 
crease in  1920  but  in  1921  it  had  reached  40.8  percent.  The 
machinery  exported  to  China  comprised  the  following  types; 
Agricultural  textile,  propelling,  brewery  and  distilling,  em- 
broidering, knitting,  sewing,  and  others  listed  as  miscellaneous. 

There  was  little  comoetition  in  this  trade.  The  United 
Kingdom,  which  had  held  first  place  in  the  small  amount  of 
machinery  ^xoorts  to  China  in  the  latter  part  of  the  nineteenth 
and  the  first  of  the  twentieth  century,  suffered  a severe  de- 


1.  C.  F.  Remer,  Foreign  Investment  in  China,  p.  265 
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cline  in  this  market  duriner  the  war  oeriod.  The  war  had  also 
forced  Germany  out  of  the  trade.  Jacan  remained  the  only  com- 
petitor of  any  strength.  On  the  whole,  the  United  States  had 
found  little  difficulty  In  establishing  herself  in  the  machinery 
trade  with  China  during  the  war  period.  She  was  also  'able  to 
build  up  effective  channels  of  distribution  and  promote  the 
sales  in  an  efficient  way. 

Mention  may  be  mpde  here  of  the  development  of  the  auto- 
mobile trade  during  this  time.  China  began  the  irrrort  of  auto- 
mobiles about  the  year  1908.  The  United  States  was  the  chief 
exporter  of  these,  and  American  cars  found  a very  friendly 
disposed  market.  As  this  industry  n as  much  less  active  in  the 
European  nations  during  the  war,  they  were  unable  to  create  a 
sound  basis  for  foreign  trade  and  compete  with,  the  United 
States.  The  latter  country,  therefore,  was  far  In  the  lead  of 
others  in  the  1920’s. 

American  Investments. 

Until  the  orld  ' ar , there  was  little  American  business 
investment  in  China.  In  early  years,  attention  was  focused 
wholly  on  trade.  American  snips  and  American  merchants  were 
of  the  most  importance.  Consequently,  the  business  invest- 
ments were  all  connected  with  the  shipping  and  the  export  and 
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import  trade.  Shanghai  was  the  important  center  for  this. 

Between  the  years  1895  and  1900  there  was  much  activity 
in  promoting  railway  schemes  in  China.  Only  once,  however, 
did  it  seem  that  any  real  progress  was  in  sight.  This  was  the 
Hankow  Peking  project.  After  many  conferences  with  government 
representatives,  an  agreement  was  reached  in  1898  whereby  a 
company,  called  the  American  China  Development  Co.,  should 
build  the  road.  However,  for  political  reasons  the  contract 
was  cancelled  by  the  government  before  any  real  progress  on 
the  railway  was  accomplished.  The  money  invested  was  .$6,750,000. 
As  the  government  did  not  pay  the  full  indemnity,  the  Company 
lost  several  million  dollars.  Another  railway  project  in  Man- 
churia which  the  Americans  and  British  were  sponsoring  to- 
gether fell  through  because  of  Japanese  objections.  These  were 
based  on  treaty  rights. 

During  the  years  of  the  Acrid  ar  and  immediately  follow- 
ing, the  records  show  an  increase  of  American  firms  in  busi- 
ness in  China.  Between  1914  and  1918.  there  were  80  new  firms, 
and  since  the  war,  90  more  have  been  added.  In  1950,  there 
were,  so  far  as  information  could  be  obtained,  213  American 
firms  established  in  China.  According  to  classification  of 
investment,  these  firms  in  the  order  of  their  importance  are 
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as  follows:  Import  and  Ixoort  Trade,  Public  Utilities,  Bank- 
ing and  Finance  and  Manufacturing. 

The  import  and  export  firms  stand  first,  because  that 
comprises  100  of  the  whole  number  of  American  firms  in  China 
and  32  percent  of  the  capital  invested  by  all  Americans.  Shang 
hai  was  the  center  for  these  business  investments.  About  a 
half  of  the  firms  are  firms  with  one  office  in  this  city. 

Second  in  importance  are  the  public  utilities  firms. There 
are  two:  The  Shanghai  Power  Company  and  the  Shanghai  Telephone 
Company.  Both  of  these  firms  entered  business  in  1929, and  each 
has  one  office  at  shanghai.  They  hold  a leading  position  in 
the  total  American  business  i nves tment . The  more  important  of 
the  two  is  the  Shanghai  Power  Company.  Shares  of  the  Company 
pre  held  by  British,  Chinese,  and  Japanese,  as  well  as  by 
Americans.  This  is  true  of  the  other  public  utility  company 
also. The  Shanghai  Telephone  Company  has  stock-holders  of  many 
nationalities.  However,  the  Americans  hold  the  controlling 
shares  in  both  companies,  and  the  investment  is  regarded  as 
American. 

Text  to  the  Public  Utility  com  anies  in  importance  are 
the  banking  and  financia  firms  of  which  trere  are  four: 
namely, The  National  City  Bank  (9  offices),  The  American  Ex- 
press Company  (4  offices),  The  Tciui table  Pastern  Banking  Cor- 
poration (2  offices  ) end  the  American  Oriental  Banking  Cor- 
poration (2  offices).  The  investment  was  computed  to  be  the 
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physical  orope rty  of  the  bank  and  the  total  of  the  amount 
outstanding  in  loans  to  the  Chinese.  Loans  to  Americans  and 
other  foreigners  in  China  were  excluded,  since  they  were  already 
computed  in  estimating  capital  of  business  firms.  Finally, 
there-  are  the  manufacturing  comoanies.  These  include  13.7 
percent  of  the  total  American  business  investment.^  Practi- 
cally, the  ’whole  of  th's  investment  is  in  the  manufacture  of 
Chinese  carnets  in  Tientsin  and  Peking.'  The  other  manufactur- 
ing plants  produce  electrical  equipment,  wood  products,  sbip- 
oing  containers,  egg  products,  cigarettes,  and  other  articles. 

The  only  other  field  of  importance  is  that  of  motor  cars 
and  accessories.  This  business  includes  importing,  assembling, 
and  onerating  the  cars.  Shanghai  is  the  chief  center  for  this 
also.  If,  to  the  * important  intere  st  mentioned,  real  estate, 
mining  and  transnortati on  comoanies  are  added,  the  total  busi- 
ness of  the  Americans  in  China  is  complete. 

Statistics  show  that  while  the  American  business  invest- 
ments in  China  have  increased  considerably  since  1900,  they 
are  far  behind  both  trie  Eritish  and  Jaoanese.  The  following  tables 
show  first  an  estimate  of  the  increase  in  American  holdings 
in  China  during  the  oast  century. 
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Year 


1 

Value  in  millions  of  United  States  dollars. 


1835 

3 

1875 

8 

1900 

24 

1914 

59.3 

1930 

239.9 

In  this  second  chart  are  given  statistics  for  the  year 
1930  to  show  American  and  British  percent  of  the  total  foreign 
investment  in  China.  Japanese  percentage  is  given  for  the  year 


1931. 

2 

Year  Percent  of  total  foreign  investments. 

1930  America  6.1 

1930  Great  Eritain  36.7 

1931  Japan  35.1 

American  corporate  entities  have  for  the  most  part  con- 
ducted their  business  in  China  under  the  laws  of  the  respec- 
tive states  in  which  the  present  organization  in  America  was 
incorporated,  or  by  forming  in  China  a corporation  under  the 
laws  of  a particular  state.  American  business,  however,  is 
not  entirely  carried  on  in  corporate  form.  There  are  sole 
proprietorships  and  partnersnips . The  operation  of  such  busi- 
nesses are  governed  by  the  laws  of  the  United  States  as  is 
the  corporation.  This,  of  course,  exempts  these  various  busi- 
ness enterprises  from  China’s  income  tax  laws,  which  apply 
only  to  companies  organized  under  Chinese  law.  However,  they 
are  subject  to  the  taxation  laws  of  the  United  States. 
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The  close  of  the  ;,Yorld  War  period  revealed  many  changes 
in  the  positions  of  the  nations  which  had,  prior  to  the  war, 

baen  leading  exporters  to  China.  Germanv  was  excluded  from 

* 

Chinese  markets  earlv  in  the  war  and  in  1920,  her  foreign 
trade  with  China  was  a negative  factor.  In  1917-1918  Russia, 
in  the  throes  of  a revolution  and  Civil  Var,  had  dropped 
from  the  list  of  exporters.  There  was  also  a relative  de- 
cline in  the  importance  of  Great  Britain.  There  were  great 
increases  in  the  relative  importance  of  Japan  and  the  United 
States.  ,ith  regard  to  the  latter  country  the  following 
figures  show  the  increase  of  trade.  In  1914,  the  direct,  trade 
with  the  United  States  was  9,1  percent  of  the  total  trade 
with  Chins.  In  1918,  it  was  12.8  percent:  and  in  1921,  it 
was  17.3  percent.  Ey  the  year  1923  the  United  States  was 
well  established  as  a commercial  entity  in  the  China  trade. 
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CHAPTER  11. 

COMPETITION  FOR  SUPREMACY  IN 
CHINESE  TRADE, 1925- 1937. 

The  year  1921  marks  the  beginning  of  a new  commercial 
era  for  China.  At  this  time,  the  nations  of  Europe  which  had 
suffered  a commercial  decline  during  the  .orld  War  began  to 
reestablish  themselves  in  the  Chinese  trade.  Great  Britain 
increased  its  exports  of  machinery  from  3.8  percent  of  the 
total  trade  in  these  articles  during  1914-1918  to  15.3  per- 
cent in  1921,  and  15  percent  in  1922.  The  export  of  woolen 
yarns  and  tissues,  cigarettes  and  automobiles  increased. 

Gr^at  Britain  also  began  to  add  to  the  number  of  her  business 
establishments  in  China.  France  continued  the  export  of  per- 
fume and  toilet  articles,  which  she  had  carried  on  prior  to 
the  war.  Coal  exports  from  French-Indo  China  were  also  in- 
creased over  the  war  period.  In  1924,  French  manufacturers 
entered  the  field  for  textile  machinery  exports.  In  this 
same  year,  Germany,  which  had  been  eliminated  from  the  dye 
market  during  toe  war,  was  active  again  in  this  particular 
trade.  Several  years  earlier,  in  1921,  she  had  resumed  the 
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export  of  electrical  equipment.  Although  th:s  was  inferior 
to  the  American  export,  it  was  popular  anions  the  Chinese. 
During  the  war  Japan  was  the  only  rival  the  United  States 
had  as  a Chinese  market,  "ith  the  return  of  peace  compe- 
tition once  more  became  keen  among  the  nations,  each  striv- 
ing to  get  control  of  the  Chinese  markets. 

Rapid  Growth  of  Japanese-Chinese  Trade. 

In  the  war  years,  Japan's  trade  with  China  forged  ahead 
remarkably.  Japanese  capitalists  loaned  millions  of  dollars 
to  Chinese  industrial  concerns.  Then  they  secured  mortgages 
on  them  or  else  operated  them  as  Chino-Japanese  enterprises. 
By  1923,  of  the  3,0CC,000  cotton  spindles  in  operation  in 
China  nearly  40  percent  were  either  owned  or  controlled  by 
the  Japanese  interests.  Since  the  war,  their  wheat  exports 
enlarged  so  that  1923  they  were  important  factors  in  this 
market.  In  this  period,  also,  they  replaced  the  British 
in  the  export  of  cotton  piece  yocds . In  addition,  the 
Jaoanese  took  a large  share  of  profit  in  the  export  of 
electrical  equipment.  In  1923,  of  the  total  value  of  ^x-* 
ports  of  this  product  which  was  8,480,610  Haikwan  taels. 


6r' 


1 

the  Japanese  received  fcr  their  share  2,495,100.  taels. 

In  1915,  Japan  supplied  16.3  percent  of  the  total  im- 
ports of  electrical  equipment  into  China.  In  1923,  its 
share  was  valued  at  29.4  oercent.  In  the  exports  of 
paper,  Japan  was  the  leader  by  192.3.  From  1923  to  the 
close  of  the  decade,  Japan  occupied  a leading  position 
as  an  exporter  of  goods  to  China. 

Development  of  Chinese  Cotton  Manufactures. 

The  Chinese  cotton  manufacturing  industry  experi- 
enced a great  growth  from  1913  to  1920.  This,  of  course, 
was  partly  due  to  the  orld  War,  which  reduced  the  turopean 
trade  with  China  in  cotton  goods,  and  partly  due  to  the 
capital  investments  made  by  the  Japanese  in  Chinese  mills. 
In  addition  to  these  factors,  the  Chinese,  themselves, 
improved  their  methods  of  producing  the  raw  material  and 
were  able  to  suooly  the  cotton  mills  with  a ouality  of 
raw  material  which  was  acceptable  for  spinning;.  Thf're  was 
also  to  be  considered  the  che-ap  labor  cost  which  made  in- 
creased production  very  easy.  In  addition  to  these  factors. 


1.  Commercial  Handbook  of  China,  1926, p.107 
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there  was  her  favorable  situation  with  regard  to  power  which 
was  produced  by  a good  supply  of  coal  from  native  mires  and 
her  exports.  Power  was  also  generated  to  those  mills  which 
were  located  in  the  vicinity  of  Shanghai  at  a very  low  rate, 
'"/hen  the  orld  ":ar  closed,  and  the  nations  of  Turope  were 
ready  to  reestablish  their  trade  in  cotton  goods  with  China, 
they  found  that  the  latter  country  was  able  to  supply  itself 
with  a great  amount  of  cotton  goods,  manufactured  in  its  own 
mills . 

Demand  for  European  and  American  Machinery 

The  indus trialization  of  China  began  in  earnest,  during 
the  World  War  period,  in  1916.  It  continued  at  a rapid  pace 
with  rising  imports  of  machinery  from  foreign  countries  un- 
til 1921.  The  United  States  and  Japan  supplied  most  of  this 
machinery  because  the  other  nations  were  engaged  in  the  war. 
After  1918,  the  European  nations  were  determined  to  take  advan- 
tage of  th‘s  movement  of  machinery  into  China.  Accordingly , 
a number  of  ejiropean  import  firms  were  established  in  Chinese 
cities,  especiall:/,  Shanghai,  to  deal  with  the  situation. 

Great  Britain  entered  the  Chinese  market  in  1921  and  Germany 
followed  in  1922  and  1923.  Due  to  the  severe  competition 


. 

. 


that  ensued,  the  American  trade  in  machinery  with  China  de- 
clined after  1921.  Since  these  other  countries  were  able  to 
export  large  quantities  of  machinery  at  lower  prices  than 
could  the  Americans,  the  Matter  began  to  look  elsewhere  for 
markets. 

luropean  Iducation  of  Chinese  Youth. 

In  order  to  promote  business  enterprise  and  good  will 
for  their  products  in  Chinese  markets,  the  luropean  nations 
encouraged  Chinese  students  to  attend  western  universities. 

The  capitalists  and  manufacturers  of  lurope  realized  that 
great  advantages  would  accrue  from  the  training  of  young  Chinese 
in  luropean  technical  and  engineering  schools.  They  believed 
that  these  young  Chinese  would  assimilate  the  western  ideas 
and  customs,  return  to  their  native  land,  and  spread  those 
ideas  among  the  Chinese  business  men.  In  time,  these  students, 
presumably,  would  come  to  occupy  executive  rositions  in 
Chinese  firms,  thereby,  making  business  transactions  between 
China  and  the  foreign  countries  better  and  more  profitable. 

This  proved  to  be  true  and  results  were  favorable  both  to 
the  Chinese  and  the  foreign  business  men. 
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Canadian  Competition  in  the  China  Flour  Market. 

Chinese  flour  imports  depend  on  the  domestic  wheat  crop 
and  on  prices  both  for  domestic  and  for  foreign  flour.  In 
1922  and  1923  poor  wheat  crops  in  China  made  large  imports 
of  flour  a necessity.  The  United  States  was  in  a favorable 
position  to  export  increased  flour  durins  this  period.  However, 
Canada  and  Australia  furnished  8 great  deal  of  competition. 

Price  and  duality  are  the  determining  factors  in  the 
sale  of  flour.  ith  regard  to  the  first  element,  exchange  rates 
play  an  important  part  * The  following  table  compares  the 
percentage  exports  of  wheat  and  flour  to  China  from  both 
Canada  and  the  United  States  from  1921-1930.  These  percen- 
tages show  the  export  share  of  both  countries  relative  to 
the  total  export  of  wheat  flour. 

Canada  and  the  United  State^  Exports  of  Wheat-Flour  to  China 
(percent  of  total  exports). 

United  States  Fercent  Canada  Percent 


1920 

---  .1 

1920--- 

1921 

---  .6 

1921--- 

1922 

--  5.4 

1922--- 

3.6 

1923 

- 10.6 

1923--- 

22.3 

1924 

- 9.4 

1924--- 

17.9 

1925 

> 3.6 

1925--- 

20.8 

1926 

* 4.2 

1926--- 

21.7 

1927 

- 4.1 

192'7 

30.2 

1928 

- 4.1 

1928--- 

3^.0 

1929 

- 9.5 

1929--- 

43.6 

1.  Philip  6. 

•'right , 

Trade  And  Tariff  Earriers  In 

The  Pad 

pp . 9 5,177. 
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Thus  it  can  be  seen  by  this  table  that  from  1923  -1929, 
Canada  surpassed  the  United  States  in  the  export  of  wheat- 
flour  to  China.  Also,  with  Australia  as  an  exporter  in  ad- 
dition to  Canada,  the  United  States  found  a good  deal  of 
sharp  competition  in  the  flour  market  of  China. 

Struggle  for  the  Dye  Pxport  Trade. 

Prior  to  the  World  >ar,  Germany  had  been  the  master  of 
the  dye  market  in  China.  This  included  aniline  dyes  and  ar- 
tificial indigo.  These  two  dyes  comprised  85,8  oercent  of 
the  total  exported  in  1913  and  84  percent  in  1923.  In  1913, 
Germany  supplied  82.6  percent  of  the  value  of  aniline  dyes 
and,  approximately,  80  percent  of  the  artificial  indigo.1 
However,  during  the  war  this  trade  became  practically  non 
existent,  in  "924,  a resumption  of  the  German-Chinese  dye 
trade  was  begun,  and  a considerable  increase  in  the  amount 
of  indigo  imported  from  Germany,  was  noticeable.  In  the  ex- 
port of  all  other  dyes,  Germany  had  made  rapid  increases 
from  1920  on  through  the  period.  The  success  of  the  German 
manufacturers  in  the  Chinese  markets  for  dye  products  was 
due  to  the  fact  that  Germany,  in  addition  to  being  the  most 


1.  Commercial  Handbook  of  China,  19-26.  p. 61. 
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important  manufacturing:  country,  had  long:  been  in  this  mar- 
ket. They  had  thoroughly  developed  the  field  and  their  pro- 
ducts were  readily  accepted  by  Chinese  wholesale  merchants. 

The  chief  port  which  receives  the  import  of  dyes  is 
Shanghai.  They  are  imported  into  the  City  by  the  manufac- 
turers’ own  agency,  located  there  for  that  purpose.  Here, 
they  are  sold  to  Chinese  agents  or  dealers,  who  pass  them 
on  to  various  agencies , located  throughout  China,  and  they 
ere  thus  distributed  to  the  consumer.  The  success  of  the 
lerman  dye  export  business  is  attributed  to  the  fact  that 
the  Chinese  Agencies,  with  whom  the  Germans  do  business, 
are  better  known  and  better  advertised  than  those  agencies 
which  conduct  the  distribution  of  American  dye  products. 
Consequently,  the  sahs  of  the  former  are  fast  surpassing: 
the  latter. 

Tinplate  Competition  between  United  States  and  Great  Britain 

Another  product,  exported  to  China  in  increasing  quan- 
tities from  the  United  States,  during  this  period  was  tin- 
plate. The  United  States  contains  very  little  tin  within 
its  boundaries  and,  for  that  reason  is  forced  to  import 
the  pure  tin  from  other  countries,  manufacture  it,  and  then 
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ship  it  to  foreign  markets.  A strong  competitor  in  thi3  trade 
is  the  United  Kingdom  which  has  access  to  large  amounts  of 
tin  through  its  control  over  the  Malay  settlements.  This  pro- 
duct is  imported  from  America  chiefly  for  canning  purposes. 
The  British  product  is  imported  for  other  domestic  purposes 
as  well;  such  as,  canning;  preserves,  dried  vegetables  and 
tobacco.  It  is  also  used  for  interior  decorations,  mouldings, 
panels,  etc.  G-rgat  Britain  led  in  the  export  of  this  ro- 
duct  to  China  prior  to  the  orld  -ar,  exporting  57.1  percent 
of  the  total  in  1911  -1913.  However,  statistics,  quoted  in 
the  1925-  192y  period,  show  the  United  States  in  the  lead 
with  a 49.7  percent  rating,  while  Great  Britain  had  declined 
to  but  29. Q percent.  However,  before  the  period  closed, 
British  trade  received  a new  impetus,  and  Great  Britain 
began  to  recover  her  share  of  trade  in  the  Chinese  market. 

This  period,  1920-1929,  the  trade  relations  of  which 
have  lust  been  discussed,  has  been  called  the  period  of 
rising  prices  and  world  prosperity.  Yet  this  is  a misnomer, 
because  there  were  countries,  at  this  time,  that  were  in 
poor  economic  conditions,  and  which  never  really  recovered 
from  the  effects  of  the  orld  ar.  On  the  other  hand. 
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some  of  the  larger*  nations,  such  as  the  United  States, 

Great  Britain,  France,  and  to  a decree , Germany,  realized 
a higher  standard  of  living  than  ever  before.  Foreign  trade 
was  greatly  accelerated,  and  many  new  fortunes  were  amassed. 
Since  China,  too,  was  included  in  this  wave  of  prosperity, 
which  encircled  the  United  States,  trade  between  the  two 
countries  reached  a high  level.  Neither  did  it  experience 
the  disastrous  depth  of  decline  to  which  domestic  trade 
was  subjected  by  the  sudden  crash  of  the  world  stock  market 
in  the  closing  months  of  1929. 


. 


75 


CHAPTER  III 

PERIOD  OF  ORLD  DEPRESSION  1930-1938 

Because  of  the  collapse  of  the  world’s  economic  system 
in  the  latter  eart  of  1929  and  throughout  1930,  the  com- 
mercial activities  carried  on  among  the  nations  of  the  world 
decreased  greatly.  It  is  true  that  foreign  trade  continued 
and  that  nations  effected  interchanges  of  goods  as  they  did 
prior  to  the  depression.  However,  the  quantities  of  moods 
entering  into  the  trade  between  nations  and  continents  were 
for  the  most  part  smaller,  and  their  values  were  reduced. 

In  addition  to  this,  a wave  of  economic  nationalism  arose 
as  each  nation  sought  the  principles  and  practices  of  self- 
sufficiency  to  aid  them  in  rising  from  the  depths  of  de- 
cression.  Tariff  barriers  were  raised  and  home  production 
was  everywhere  encouraged.  This  was  the  picture  that  pre- 
sented itself  to  the  world  traders  from  the  beginning  of 
the  depression  period. 

American-  Chinese  Trade  1928-1931 

The  United  States,  being  a fairly  self-sufficient  nation, 
and,  being  in  a more  favorable  economic  and  financial  posi- 
tion than  all  of  tne  other  countries,  did  not  exoerience  the 
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great  sufferings  and  despair  that  other  nations  did.  Cf  course, 
our  foreign  trade  suffered  as  did  that  of  all  other  countries 
due  to  the  lack  of  buying  power  on  the  part  of  the  foreign 
consumer.  However,  it  was  during  this  present  period  that  the 
United  States  was  making  great  efforts  to  build  up  its  merchant 
marine  fleets  and  develop  markets  for  its  products. 

Yith  regard  to  Ameri can-Chi nese  trade  during  the  de- 
pression, it  is  a singular  fact  that  the  value  of  the  total 
trade  in  1931  was  greater  than  the  value  in  1928.  The  latter 
year  has  been  considered  as  one  of  the  "boom”  years  in  the 
period  of  prosperity.  The  following,  table^  shows  the  increase 
of  American  trade  with  China  and  the  total  value,  computed  in 
Haikwan  taels  from  1928  to  1931,  inclusive. 


1928  1929  1930  1931 

Imports  205,541,351.230,843,677  232,405,941  321,341,671 

Exports  12"7 ,204,573.157,836,287  151,880,076  120,204, 774 

Total  332,745,924  368, 6^9, 964  364,286,017  441,546,445 

It  is  noticed  in  this  table  that  the  exports  from  China 

to  the  United  States  decreased  whereas,  the  imports  from  the 
United  States  to  China  increased. 


1.  Oeorge  B.  Cressey,  China’s  Geographic  Foundations , p.152 
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Trade  Effects  of  the  Chinese -Japanese  ar, 1931-1932 . 

In  '1931-1932  occurred  a series  of  incidents  which  in- 
fluenced American  foreign  trade  with  China.  The  Japanese 
army  engaged  in  a series  of  conflicts  with  the  Chinese  in 
Manchuria.  Th^  Japanese  claimed  that  they  were  merely  pro- 
tecting their  nationals  who  were  living  in  that  section  of 
China.  The  Chinese  maintained  that  it  was  an  aggression 
on  the  part  of  the  Japanese  and  that  their  objective  was 
to  seize  control  of  Manchuria  and  annex  it  to  the  Japanese 
Empire.  In  the  early  months  of  1932,  the  Japanese  naval  and 
military  force  made  a joint  expedition  into  Shanghai.  A 
serious  battle  was  fought  there  and  the  Japanese  became  in- 
volved in  difficulties  of  a diplomatic  nature  with b oth 
Great  Britain  and  the  United  States.  The  war  continued  until 
the  soring  of  1932,  finally  ending  with  the  Japanese  in 
control  of  a larsre  section  of  Manchuria.  The  hostilities 
naturally  interfered  with  commerce  and  there  was  a consider- 
able destruction  of  property  at  Shanghai.  The  Chinese  people 

were  greatly  incensed  at  Japan  and  imposed  a boycott  on 

1 

that  country.  The  following  table  shows  the  effects  of  this 
1.  Philip  G.  Wright,  Trade  and  Tariff  Barriers  in  the  Pacific 
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war  upon  Cninese-Japanese  trade.  The  value  of  exports  and 
imports  is  in  millions  of  Haikwan  taels. 

Year  Japanese  Import  Japanese  Fxport 

1931  295.1  264.9 

1933  84.6  61.5 

America  Replaces  Japan 

In  1932  the  United  States  obtained  a premier  position 
in  China's  foreign  trade.  Yith  the  decline  of  the  Chino- 
Japanese  trade,  due  to  the  hostile  relations  existing  be- 
tween the  two  countries,  the  United  States  surpassed  Japan 
both  in  the  volume  and  the  value  of  her  exports.  Substantially, 
the  same  rate  maintained  until  1932,  when  there  was  a sharp 
decline.  Trade  fell  off  in  such  important  products  as  cotton, 
kerosene,  tobacco  leaf,  and  wheat.  In  contrast  to  this, 

China's  exports  to  the  United  States  showed  an  increase  both 
in  quantity  and  in  value  in  the  year,  1935,  as  compared  with 
1934.  An  increased  demand  for  Chinese  wood,  oil,  and  raw  silk 
by  the  United  States  was  the  cause  of  this.  The  total  amount 
of  American-Chinese  trade  in  1935  was  311,34C,CC0  or  20.14 

percent.  Japan  took  second  place  with  a total  value  of 

1 

229,463,000  or  15.79  percent.  The  Japanes e-Chines e relations 


1.  Chinese  Year  Book  1936-1231  pp.  856-851 
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have  been  strained  ever  since  this  time,  end  at  the  date 
of  this  writing:  a tremendous  Japanese  war  machine  is  des- 
troy/ing  Chinese  lives  and  property.  As  a consequence  trade 
relations  between  the  United  States  snd  China  have  been 
temporarily  disrupted.  Vhatever  is  exported  by  the  United 
States  to  China  at  this  time  is  of  a military  nature;  such 
as  aeroplanes,  trucks,  arms,  etc.  These  are  carried  on  in 
more  or  less  secrecy  because  of  the  natural  aversion  which 
the  United  States  has  toward  parti  cipating;  in  any  foreign  wars 
either  directly  or  indirectly.  In  addition  to  this,  the  Japanese 
military  authorities  are  now  in  possession  of  ^ost  of  the 
Chinese  Customs  offices  and  all  reports  of  trade  and  commerce, 
in  general,  are  likely  to  be  very  uncertain  and  obscure. 

Positions  of  Countries  Ingaged  in  Chinese  Trade. 

A general  survey  of  the  relative  positions  of  the  va- 
rious countries  engaged  ir  the  Chinese  trade  at  present  shews 
that  the  United  States  is  in  the  leading  position.  Japan  up 
to  1937  was  second.  Great  Eritain,  Hongkong,  and  Germany 
followed.  Great  Britain  has  declined  during  the  depression 
period,  having  reached  its  highest  position  in  1929.  However, 
with  the  trade  of  Hongkong,  which  is  a Eritish  colony,  added 


. 
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to  that  of  Great  Britain,  itself,  the  outlook  for  that  coun- 
try takes  on  a much  improved  character.  " itb  reference  to 
Germany’s  trade  with  China,  a great  improvement  has  been 
noticed  since  1521,  which  was  the  first  year  of  Germany's 
reentry  into  the  Chinese  foreign  trade.  Since  that  year, 
Germany  has  continued  to  increase  her  trade  with  China, 
with  the  exception  of  the  1932-1933  period,  when  the  world 
economics  were  at  the  lowest  ebb  period.  In  1535,  Germany 
ranked  next  to  Great  Britain  with  a total  trade  value  of 
*132,311,000.  At  the  present  time,  Germany  is  offering 
keen  competition  to  the  United  states  and  Great  Britain 
for  a leading  position  in  the  Chinese  markets. 

The  history  of  the  United  States -Chinese  trade  has  now 
been  traced  from  its  origin  up  to  the  present  year,  1938. 

In  the  following  pages,  the  discussion  will  be  concerned 


with  its  future 
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PART  IV. 

FUTURE  OUTLOOK  FOR  AMERICAN-CHINESE  TRADE  RELATIONS. 

CHAPTER  1. 

CHINA  A FIELD  OF  RICH  POSSIBILITIES. 

China  with  its  several  hundred  million  people  and  its 
abundance  of  raw  materials  and  natural  resources  has  become 
the  center  of  interest  of  a great  many  leading  world  powers. 
The  Chinese,  themselves,  have  never  been  able  to  organize 
the  economic  system  of  their  country  to  develop  these  re- 
sources. It  is  true  that  in  the  last  twenty  years  under  the 
republic , China  has  shown  a determined  effort  to  improve  her 
economic  position.  The  movement  toward  industrialization, 
which  received  its  first  real  impetus  in  approximately  1916, 
has  borne  some  fruit.  However,  China  has  a long  way  to  go, 
and  a strenuous  task  ahead  before  sne  can  rate  as  an  indus- 
trial nation.  Moreover,  to  reach  this  stage,  sne  must  have 
the  aid  and  cooperation  of  the  leading-  industrial  nations. 

Natural  Resources 

Among  her  valuable  resources  the  Chinese  silk,  tea,  and 
oil  industries , i f developed  on  an  efficient  and  truly  produc- 


tive scale »would  bring  in  a tremendous  revenue  to  the  country 
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In  addition,  China  is  rich  in  deposits  of  tin,  tungsten,  and 
antimony,  which  are  very  much  in  demand  in  all  modern  indus- 
trial countries  today.  She  has  vast  possibilities  in  the  pro- 
duction of  wool,  hides,  skins  and  fruits.  Recently  , there  have 
been  reports  of  the  discovery  of  oil  in  Mongolia,  which  is 
really  a part  of  China,  although,  at  the  present,  time,  it 
has  fallen  under  the  Russian  Soviet  influence. 

;ith  all  these  resources  China  undoubtedly  possesses  the 
potentialities  of  a world  market,  'nether  she  will  <20  ahead 
and  develop  the  country  on  her  own  initiative  ,or  whether  a 
foreign  nation  will  seize  control  and  carry  on  this  .vork  is 
a question  of  deep  interest  to  the  world  today.  This  is  pat- 
ticularly  interesting  to  the  United  States  because  ,at  the 
present  time  ,this  country  occupies  the  dominant  trade  posi- 
tion in  China.  The  United  States  is  also  in  a position  to 
aid  in  the  improvement  of  the  economic  system  of  China  and, 
thereby,  to  develop  and  expand  a market  for  both  imports  and 
exports . 


Up  to  date  American  business  in  China  has  progressed 
with  rapid  strides.  There  are  efficient  sales  and  distribu- 
tion organizations,  located  in  all  of  the  large  Chinese  cities. 
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There  are  American  banks  to  aid  in  the  financing  of  business 
transactions,  also,  there  are  public  utilities  and  other 
holdings  so  necessary  and  complementary  to  the  successful 
business  enterprise.  In  brief,  the  foundation  for  American 
business  success  has  been  well  laid  during  the  past  twenty 
years.  Now, it  remains  for  the  American  business  men  and 
their  associates  to  develop  and  expand  business  enterprises 
and  to  increase  the  profits  which  can  be  derived  from  a fruit- 
ful and  abundant  market. 

Opportunities  For  The  American  Business  Man. 

In  relation  to  the  development  and  industrialization  of 
China  it  is  a recognized  fact  that  ^ost  of  the  Chinese  capital 
and  Chinese  business  organizations  will  be  devoted  to  internal 
economic  activities;  such  as  lining,  manufacturing,  railway 
construction,  and  others  of  similar  nature.  The  foreign  trade 
activities  will  be  carried  on  through  foreign  organizations 
rather  than  by  native  concerns.  The  C-ermans  have  been  keen 
to  note  this  trend  and  have  sought  to  capitalize  upon  it. 

They  have  been  rapidly  expanding  their  foreign  trade  organi- 
zations and  agencies  in  Shanghai  and  other  Chinese  cities. 

The  United  States  has  also  perceived  this  movement  and  the 
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opportunity  is  ripe  for  her  to  take  advantage  of  it  in  the 
furtherance  of  her  own  trade. 

It  would  be  advisable  to  open  a business  establishment 
in  China, when  it  is  desired  to  promote  the  sale  of  a n<=w  pro- 
duct. This,  of  course,  pertains  to  some  particular  line  which 
suggests  a popular  demand  end  which  has  market  possibilities. 
Such  a place  of  business  once  started,  the  consideration  of 
overhead  expense  is  of  first  importance.  Some  American  firms 
in  the  past  have  failed  because  they  paid  too  little  attention 
to  this.  They  assumed  office  expenses  out  of  proportion  to  the 
market  possibilities  of  their  products.  It  has  been  always 
found  to  b^  the  best  principle  to  begin  in  a modest,  simple 
way  and  expand  in  accordance  with  increased  market  desires 
and  under  a.  superior  trained  personnel. 

Another  factor  which  has  been  experimented  with  in 
American  export  trade  to  China  and  the  subsequent  sale 
of  American  goods  to  the  Chinese  consumer  market  is  that  of 
selling  service  with  goods.  In  the  transition  from  the  old 
to  the  new  order  atnon?  the  Chinese  in  the  great  commercial 
cities,  the  element  of  service  , rendered  with  the  sale  of 
various  goods  , is  proving  very  favorable  to  business  relations. 
This  is  the  system  which  prevails  in  most  of  the  countries  of 


the  western  world  and  it  is  probable  tnat  it  will  be  .lust  as 
effective  with  the  Chinese.  The  business  firm  that  observes 
this  principle  of  service  with  sales  will  find  that  it  has 
inspired  a great  measure  of  good  will  in  its  orospective 
customers.  This  element  of  good  will  is  most  important  in 
dealing  with  tne  Oriental  business  man.  ' ithout  it,  busi- 
ness transactions  can  rarely  be  successfully  effective. 

At  the  present  time,  there  is  a considerable  number 
of  young  Coin-se  who  nave  been  educated  in  Am^rican-Chincse 
Universities  at  home  or  at  colleges  in  the  United  States. 

It  would  be  a very  good  practice  to  employ  these  young  men 
in  positions  of  salesmen  and  .-junior  executives  in  American 
firms  which  deal  with  the  Chinese  market.  It  would  facilitate 
the  transactions  of  business  and  promote  <rood  will.  Much  time 
and  money  have  been  wasted  in  tne  not  too  distant  parts  by 
American  manufacturers,  who  sent  in  competent  men  from  the 
United  States  to  China  to  carry  on  their  business  affairs. 

vith  reference  to  advertising,  a wide  field  for  develop- 
ment is  open  to  Americans,  tuite  a bit  of  this  type  of  ac- 
tivity has  been  carried  on  since  the  World  ar.  This  can  be 
made  very  effective  and  useful  to  a concern  if  the  proper 
type  of  advertising  is  employed.  It  must  be  re^embpred  that 
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the  oriental  mentality  and  culture  are  widely  different  from 
the  Occidental.  In  some  cases  it  appears  to  be  diametrically 
opposite.  Care  must  be  taken  to  avoid  any  type  of  advertis- 
ing which  might  prove  obnoxious  to  the  Chinese  public.  The 
oriental  is  a very  sensitive  person  and,  once  his  enmity  has 
been  aroused  toward  a particular  person  or  thine:,  it  is  practi- 
cally impossible  to  placate  him.  On  the  other  hand,  the  Chinese 
are  a very  artistic  people.  If  the  proper  appeal  is  made  to 
them,  through  color,  sign,  and  trade-mark,  a step  toward 
effecting  sales  has  been  already  taken.  There  are  certain  types 
of  goods  and  commodities  which  denend  for  their  successful  in- 
troduction and  sale  entirely  upon  advertising.  Poor  advertising 
in  this  case  practically  resolves  itself  into  business  failure 
end  collapse. 

Thorough  Knowledge  of  Chinese  Customs  and  Psychology 

This  topic,  concerning  advertising,  logically  leads  the 
author  into  a discussion  of  the  customs  and  psychology  of  the 
Chinese  people  and  the  knowledge  pertaining  to  these  factors 
on  the  part  of  Americans.  Many  firms,  which  have  established 
places  of  business  in  China  and  which  apparently  perceive  a 
field  of  opportunities,  nevertheless,  ended  in  failure  and 
dissolution.  Business  principles  and  practices  are  fundamen- 
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tally  the  same  regardless  of  the  place  where  they  are  car- 
ried on.  An  American  concern  , which  manufactures  and  sells 
automobiles  at  home  and  abroad, fines  that  the  mechanics  of 
the  business  dors  not  vary.  It  has  its  nroduct ion , distri- 
bution, sales,  and  other  departments,  which  function  in 
Detroit  essentially  the  same  as  in  Shanghai.  However,  there 
is  a certain  difference  which  might  be  .called  occidental. 

This  is  the  element  of  human  relationships  which,  of  course, 
is  of  primary  importance  in  all  business  transactions. 

The  Chinese  consumer  differs  from  the  American  consumer. 
This  difference  is  not  to  be  found  in  the  character  of  his 
wants,  since  all  human  beings  possess  the  same  type  of  de- 
sires, but  in  his  reception  to  sales  approach.  The  "high  pres- 
sure"methods  of  the  American  market  are  foreign  to  the  Chinese. 
The  oriental  does  not  desire  to  be  hurried.  He  will  come  to 
a decision  in  his  own  v/ey.  His  decision  may  be  influenced,  as 
may  be  the  American’s,  but  the  methods  of  persuasion,  when 
applied  to  the  Chinese,  differ  from  those  applied  to  Americans. 
Since  the  success  of  all  business  resolves  itself  into  the 
sales  of  its  products  by  its  agents  and,  since  salesmanship 
is  nothing  more  than  persuading  a person  to  buy  a certain 
particular  Product,  it  fol  lows  that  business  success  depends, 
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in  a large  manner,  unon  mental  actions  and.  reactions.  The  sue 
cessful  salesman  and  the  successful  executive  doing  business 
in  China  must  be  fairly  well  scouainted  with  the  customs  and 
psychology  of  the  Chinese  people.  This  can  be  obtained  only 
by  continued  'residence  in  China  for  a number  of  years  and  by 
the  addition  of  Chinese  citizens  to  the  rolls  o.f  the  business 
The  Chinese -American  trade  is  a good  field  for  career  men, 
who  might  go  to  China  at  a youthful  age  and  assimilate  the 
character  of  the  people  by  constant  contact,  schooling,  and 
observation.  These  men  would  rise  in  the  business  and  remain 
with  it  on  a more  or  less  permanent  basis.  This  has  teen  done 
in  a few  cases  but,  oftentimes,  the  agent  or  executive  sent 
out  from  the  United  States  to  conduct  the  affairs  of  this 
business  in  China  is  merely  going  out  of  curiosity  and  love 
of  the  romantic.  The  idea  of  hard  work  and  fidelity  to  the 
organization  has  too  often  been  relegated  to  second  place. 


Methods  for  Successful  competition. 

The  United  States  has  achieved  first  place  in  the 
Chinese  trade  . However,  there  are  other  nations  which  are 
rapidly  increasing  their  trade  with.  China  and,  in  time,  may 
nossibly  surpass  the  United  States.  The  merchants  of  these 


countries  have  certain  benefits  which  tend  to  aid  them  in  the 
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C lina  trade,  which  are  not  possessed  by  the  merchants  of  the 
United  States.  One  of  these  is  the  benefit  resulting  from 
favorable  legislation. 

Adoption  of  Favorable  Legislation. 

The  foreign  business  concerns,  operating  in  China,  do 
so  in  tie  form  of  corporations,  partnerships,  and  in  some 
cases,  in  the  form  of  sole  proprietorships.  The  laws,  rec- 
ognizing and  governing  these  various  businesses,  are  those 
of  the  respective  nations  from  which  their  owners  come. 

This  was  permitted  by  the  Chinese  government  according  to 
various  treaties,  negotiated  with  foreign  governments. 

Such  permission  comes  under  the  heading  of  extra-  territorial 
rights.  The  United  States  enjoys  this  permission,  as  do  all 
the  other  nations.  Their  nationals  incorporate  either  under 
the  laws  of  the  Federal  Government  or  those  of  some  state. 
However,  the  other  nations  do  not  impose  the  high  rates  of 
taxation  uoon  their  nationals  carrying  on  business  in  China, 
as  does  the  United  States . Japanese  interests  are  free  from 
home  taxation  so  long  as  they  reinvest  their  profits  in  en- 
terprises outside  of  Japan.  Similarly , the  German.  French, 
and  other  European  national s , operating  in  China,  are  particu- 
larly free  from  home-  taxation  burdens. 
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During  the  vorld  War  period,  when  the  American  interests 
reolaced  many  Furopean  businesses,  the  former  were  able  to 
operate  without  feeling  too  severely  the  burden  of  home  tax- 
ation. The  post  war  years  of  readjustment,  and  the  reentry 
into  the  China  field  of  products  by  Treat  Eritain.  France, 
Oermany,  and  other  nations,  altered  the  situation.  The 
Americans,  with  tneir  heavy  taxes  to  be.  met,  found  that  com- 
petition was  becoming  a matter  of  great  concern.  The  money 
saved  by  the  Furopean  and  Japanese  firms,  due  to  tax  exemptions, 
could  be  added  to  the  total  capitalization  of  their  resoective 
firms.  It  is  believed  that,  if  taxes  were  reduced  at  home  with 
reference  to  the  American  firms  engaged  in  Chinese  trade,  it 
would  contribute  to  their  business  success  abroad  in  a large 
measure.  However,  at  the  present  time,  there  is  very  little 
probability  of  such  a procedure  on  the  part  of  the  present 
United  States  government. 

Modification  Of  Immigration  Laws 

In  addition  to  this  aforementioned  policy  of  favorable 
legislation  by  the  Covernment  of  the  United  States  with  re- 
spect to  American  business  interests  in  China,  there  is 
another  course  which  might  be  wisely  pursued.  This  is,  in 
substance,  a modification  of  immigration  laws  oertaining  to 
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the  Chinese  students’  entry  into  the  United  States.  The 
European  nations  have  already  adopted  such  a procedure. 

They  have  also  encouraged  the  young  Chinese  to  enter  their 
colleges  and  universities.  The  shrewd  Furopeans,  who  have 
long  been  trained  in  the  art  and  science  of  commercial  en- 
terprise, has  realized  for  a number  of  years  the  favorable 
reaction  of  such  a course  on  European  commerce  in  China. 

Some  modification  in  the  immigration  laws  of  tie  United  States 
has  already  been  made.  F.uch  more  latitude  still  might  be  per- 
mitted in  this  policy.  Unfortunately,  there  exists  in  the 
United  States  a seemingly  latent  feeling  of  apprehension, 
which  becomes  active,  wnen  any  suggestion  upon  this  matter  is 
made,  however,  this  is  an  unreasonable  state  of  mind  and 
should  be  put  aside.  The  advantages  to  be  derived  from  the 
education  of  Chinese  in  our  law,  professional ,business . and 
technical  schools  are  many^when  considered  from  the  viewpoint 
of  commercial  relationships.  First,  the  element  of  good-will 
is  to  be  considered.  The  Chinese  people,  especially  the  bus- 
iness man,  become  partial  to  the  Americans,  residing  and 
carrying  on  business  in  Cnina.  The  Chinese  student,  on 
returning  to  his  fatoerland,  naturally  brings  back  favor- 
able impressions  from  the  United  States.  Secondly,  the  Ameri- 
can educated  Chinese  will  have  obtained  a knowledge  of  the 
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principles  and  practices  of  American  business.  Most  likely, 
he,  himself,  enters  into  business,  In  one  of  the  large 
Chinese  cities  and  can  deal  with  the  American  business  rren, 
located  there,  in  an  understanding  and  intelligent  manner. 
Some  of  these  returning  Chinese  enter  American  firms,  operat- 
ing in  China,  and  are  oroving  to  be  of  very  valuable  service. 
A third  reason  for  modification  of  the  immigration  laws  is 
that  it  would  probably  have  a favorable  reaction  on  the  exist 
ing  relations  between  the  Chinese  government  and  American  bus 
iness.  Such  a situation  would  be  very  desirable. 

Training  Cninese  Business  Men 

Another  policy,  which  might  be  well  adopted  by  American 
business  interests  in  China,  is  that  of  training  and  educat- 
ing Chinese  business  men  to  the  American  way  of  doing  busi- 
ness. This  procedure  would  certainly  not  be  as  simple,  as  it 
appears  at  first  glance.  Some  of  the  Chinese  merchants  mip:ht 
not  be  partial  to  the  adoption  or  even  to  the  assimilation 
of  American  methods  of  doing  business.  Although  China  is  at 
present  undergoing  a modernization  of  its  economic  life, 
nevertheless,  there  is  still  a great  number  of  Chinese,  en- 
gaged in  business,  who  refuse  to  be  hastened  in  this  course. 
It  must  be  remembered  that  the  Chinese  are  a strongly  tradi- 
tional and  conservative  race  and,  as  a general  rule,  are  not 
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prone  to  accept  new  theories  and  practices  at  first  glance. 

This  program  of  education,  which  has  been  suggested, 
if  properly  conducted,  would  very  probably  have  favorable 
effects.  The  large  American  firms,  operating  in  China,  ^ight 
arrange  to  conduct  a series  of  lectures  cn  such  topics  as 
marketing,  sales,  distribution,  and  production.  Tt  might  be 
wise  to  obtain  the  services  of  some  person,  who  holds  a re- 
sponsible executive  position  in  one  of  the  large  American 
firms,  operating  in  China,  or  perhaps  of  some  Chinese,  who 
has  been  trained  professionally  in  America,  to  give  these 
lectures.  The  Chinese  would  be  more  partial  to  this  type  of 
program  tnan  one  conducted  strictly  by  Americans.  The  Cninese 
lecturer  understands  the  psychology,  personality,  and  ideals 
of  his  fellow  countrymen  and,  in  addition,  he  sneaks  the 
native  language.  The  American  does  not.  A lecture,  conducted 
by  a Chinese  ir  his  native  tongue,  would  have  a stronger  in- 
fluence among  his  countrymen,  because  it  would  be  more  widely 
understood  by  most  of  the  listeners  than  one  conducted  by  an 
American,  even  if  the  latter  should  use  the  Chinese  language. 

In  addition  to  lectures,  conducted  by  American  business 
interests,  scholarships  at  American  universities,  located 
in  China,  might  be  offered  to  deserving  Chinese  business  men. 
These  are  some  of  the  policies  which  may  be  inaugurated  by 
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American  firms  tc  stimulate  a friendly  fee] ins  toward  them 
on  the  part  of  the  Chinese  and  promote  a favorable  business 
relationship  between  both  peoples. 

These  three  ooints  have  been  discussed;  namely,  the 
adoption  of  favorable  legislation,  the  modification  of  im- 
migration laws,  and  the  education  of  Chinese  business  men 
are  important  elements  in  the  competitive  system,  existing 
in  China  today  between  American  and  European  interests. 

They  are,  to  be  sure,  what  are  classed  as” long  run  factors”. 

The  resulting  benefits  will  not  be  realized  immediately, 
but  they  will  be  effected  in  the  not  too  distant  future. 
Business,  itself,  must  be  conducted  with  an  eye  to  the 
" long  run  f,actor”  at  all  times.  This  is  especially  true  with 
regard  to  business  in  Cvina,  which  is  experiencing  an  economic 
change  at  present  and  will  continue  to  do  so  for  a considerable 
part  of  the  future. 

Cooperation  With  Chinese  Government  Officials. 

When  citizens  cf  one  nation  carry  on  business  in  another, 
they  may  adopt  one  of  two  courses  of  procedure.  Cnf  course 
is  to  observe  the  lav/s  of  the  country  in  which  they  operate. 
This  presumes  that  they  will  conduct  their  affairs  in  an 
honest  and  intelligent  manner.  They  can  contribute  much  to 
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the  economic  and  sociological  structure  of  that  country,  if 
they  so  desire.  On  the  other  hand,  they  can  become  a liabil- 
ity to  the  country  and,  in  some  cases,  a oronounced  evil.  In 
the  oast,  China  has  experienced  both  conditions.  It  is  true 
that > European  and  American  interests  have  contributed  much 
to  the  upbuilding  of  China.  They  have  orojected  their  ideas, 
prts,  sciences  and  ctistoms  uoon  the  Chinese  horizon  and,  in 
many  cases,  these  elements  have  been  accepted  as  a step  toward 
imorovement.  in  the  economic  structure  of  the  country.  The  im- 
proved and  advanced  industrialization  is  a silent  witness  to 
that.  The  education  and  general  living  conditions  of  the 
Chinese  are  much  better  today  than  they  were  fifty  years  ago. 
However,  with  the  improvements  there  also  came  evils.  China 
has  teen  exploited  for  over  a century  by  the  Western  nations. 
These  countries  brought  their  bad  habits  and  cractices,  as  well 
as  their  good  ones.  Opium  smoking,  disresoect  for  government 
and  law,  violation  of  territorial  integrity,  revolutionary 
theories,  and  other  evils  have  undoubtedly  contributed  to  the 
conditions  of  internal  and  external  disorders  which  have  beset 
China.  Whatever  antipathy  to  the  Westerner  that  exists  in  the 
minds  of  the  Chinese  people  and  their  government,  today,  is 
due  for  the  most  part  to  these  evils.  Ali  nations,  all  people 
resent  unfair  practices.  Their  immediate  results  may  seem 
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profitable  but,  in  the  long  run,  they  cause  failure  and 
collapse . 

Observance  of  Chinese  Laws 

The  best  policy  which  can  be  adopted  by  American  busi- 
ness interests  in  China  is  one  of  strict  adherence  to  the  • 
Chinese  laws  and  of  respect  toward  the  Chinese  government. 

The  American  business  man  should  be  a man  o*’  character  and 
integrity.  He  should  deal  in  products  which  are  actually 
worth  their  represented  value.  He  should  conform  to  all  laws 
and  regulations  regarding  marketing,  sales,  distribution, 
finance,  promotion,  etc.  In  general,  he  is  perhaps  his  coun- 
try’s most  important  unofficial  representative.  His  country 
is  very  arjt  to  be  appraised  in  the  light  of  his  own  actions. 
This  is  particularly  true  'in  the  case  of  China  where  their 
entire  culture,  widely  differs  from  that  of  the  United  States. 

Methods  of  Maintaining  Amiable  Relations. 

A nolicy  of  encouraging  and  maintaining  amiable  relations 
with  the  .Cninese  government  is  a very  desirable  one.  American 
business  executives  would  do  well  to  seek  the  friendship  of 
or  at  least  favorable  acquaintance  with  Chinese  officials. 

This  can  be  done  much  the  same  as  is  done  in  the  home  country. 
Americans  in  executive  capacity  are  in  a position  to  offer  ad- 
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vice  and  constructive  criticism  to  the  Chinese  officials. 

This  is  particularly  true  of  China,  which  is  endeavoring 
to  evolve  from  an  ancient  economic  system,  which  is  no  lon- 
ger serviceable,  to  a new  and  unfamiliar  one.  Americans  may 
serve  on  cooperative  committees,  as  they  do  in  tne  United 
States:  such  as,  medical  and  hospital  committees,  fire  pre- 
vention committees,  boards  of  trade,  educational  improvement, 
and  others  of  similar  character.  Another  method  of  effecting 
amiable  relations  would  be  to  encourage  intimacies  of  a social 
nature  between  American  business  men  and  Chinese  officials; 
such  as,  banquets,  games,  theatre  parties,  and  other  occasions 
for  associations  of  pleasurable  nature. 

These  methods  are  very  effective  in  promoting  a spirit 
of  cooperation  between  the  government  and  American  business 
interests.  This  cooperation  is  necessary  to  successful  business 
and  should  be  constantly  sought  by  all  Americans  in  business 
in  China.  Large  business  interests  are  very  similar  to  nations, 
themselves,  in  that  successful  diplomacy  is  one  of  their  great- 


est assets. 
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CHAPTER  11 

CHINA  AS  HER  OWN  BENEFACTOR. 

Attitude  Toward  Development 

The  question  as  to  whether  China  will  develop  her  nat- 
ural resources  by  her  own  hand  or  by  the  activities  of  for- 
eigners in  the  future  has  been  previously  alluded  to  in  this 
thesis.  At  the  present  time,  it  is  very  difficult  to  answer 
this,  because  of  the  unsettled  conditions  in  the  country. 

It  would  seem,  however,  that  there  has  been  an  awakening  on 
the  part  of  the  Chinese  in  recent  years.  The  overthrow  of 
the  ancient  Manchu  government,  and  the  establishment  of  a 
republican  form  of  government  is  a forward  step.  A few  rail- 
roads have  been  built . Several  mills  and  foundries  have  ap- 
peared. Mines  are  being  developed.  Education  and  technical 
training  are  being  encouraged.  The  present  rulers  of  China, 
Cheang  Kai  Shek  and  Madame  Chiang  nave  both  studied  abroad, 
the  latter  in  the  United  states.  They  know  the  needs  of  their 
country  and  the  best  ways  to  satisfy  those  needs.  Both  these 
rulers  are  Christians  and,  therefore,  are  unhampered  by  the 
restrictions  imposed  on  their  fellow  countrymen  by  the  reli- 
gion of  their  ancestors.  Poth  are  very  loyal  Chinese  end  their 
chief  concern  is  the  forward  growth  and  development  of  their 
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country.  Already  they  nave  effected  a union  among;  their 
people  that  never  existed  before.  If,  und-  r their  leadership 
and  guidance  the  Chinese  are  able  to  withstand  the  Japanese 
onslought  and  destruction  now  going  on,  and  maintain  their 
country’s  independence,  the  modernization  of  China  and  Its 
economical  development  may,  in  time,  be  realized. 

Foreign  Assistance. 

On  the  other  hand,  there  is  the  possibility  that  the 
Chinese  people  may  not  go  ahead  independently,  that  they 
may  not  coope rate , that  they  may  remain  inactive. 

Although  China  has  shown  some  effort  to  join  the  forward 
march  with  the  other  nations,  her  progress  Is  hindered  by 
many  factors.  Her  apparent  indifference  and  lack  of  unity 
are  net  hard  to  understand  when  one  considers  the  customs  of 
the  people  and  the  conditions  under  which  the  Chinese  have 
lived  for  centuries.  China  is  a vast  country  of  several  hun- 
dred million  inhabitants.  Most  of  them  live  in  scattered 
agricultural  villages.  Unless  these  villages  h8prer  to  be 
near  a river  or  canal,  the  only  means  of  transportation 
are  the  carts,  pack  animals,  and  coolies.  Thus  each  village 
is  an  independent  community  for  their  subsistence,  they  have 
depended  upon  the  products  they  raised  or  the  sale  of  the  ar- 
ticles which  they  made  with  their  own  skillful  hands.  Their 
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methods  have  been  those  of  their  ancestors.  They  believed 
that  their  forefathers  knew  the  best  way  of  doing;  things 
according  to  their  climate.  Even  the  merchants  in  the  large 
cities  were  not  at  all  concerned  about  tne  methods  of  produc- 
tion. They  were  interested  solely  in  having  the  soods  to  sell 
in  the  market.  Thus  the  people  have  not  been  disposed  to  the 
newer  methods.  So  the  task  that  confronts  the  government  in 
uniting  the  people  and  winning  their  obedience  and  support 
is  a gigantic  one.  It  is  possible  that  the  occidental  coun- 
tries will  render  assistance  in  this  process  of  development. 
They  have  dore  so  in  the  past  and  Probably  may  continue  to  do 
so  in  the  future. 

In  regard  to  this  foreign  aid  in  China’s  development, 
the  Chinese  government  and  the  educated  and  intelligent  citi- 
zenry show  a rather  skeptical  attitude.  They  recall  too  well 
not  only  the  experiences  of  other  nations  in  like  circumstan- 
ces, but  also  that  of  their  ancestors.  They  remember  the  often 
cuoted  unofficial  phrase,  "The  flag  follows  the  dollar". 

They  have  seen  concessions,  privileges  and  territory  wrested 
from  their  own  sovereignty  as  a seaual  to  "foreign  aid". 

They  are  fearful  of  tco  much  "foreign  investments"  and  ’’en- 
terprise". All  of  these  conflicting  and  clashing:  elements 
tend  to  block  or  at  least  to  hinder  the  development  of  China. 
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So,  whether  the  next  two  decades  will  see  a tendency  on  the 
part  of  the  Chinese  people  to  unite  in  pursuance  of  a common 
plan, or  whether  the  aid  of  foreign  commercial  interests  will 
be  further  sought  is  purely  a matter  of  conjecture.  One  thing, 
however,  is  certain. China  will  not  remain  static.  It  will 
progress  by  its  own  hand  or  have  progress  thrust  upon  it  from 
foreign  sources. 

Political  and  Military  Influences 

There  are  other  influences  which  have  strongly  affected 
the  economic  development  of  Chins.  For  instance,  the  politi- 
cal situation  has  constantly  harassed  and  dissipated  the 
country  both  internally  and  externally.  It  is  recalled  that. 
China  was  formerly  an  absolute  monarchy,  rul’ed  by  a dynasty, 
which  exacted  complete  obedience  rnd  submission  on  the  part 
of  its  people.  This  form  of  government  was  one  of  tne  major 
contributing  factors  to  China’s  backward  and  antiquated  con- 
dition. This  government,  was,  as  has  Veen  already  Pointed  out, 
overthrown  by  a republican  movement  in  1912-1913.  From  that 
time  until  the  present  China  has  been  in  the  throes  of  revolt 
and  insurrection.  She  has  never  been  able  to  maintain  a stable 
government  for  any  long  period  of  time.  Jealousy,  greed,  law- 
lessness, suffering,  and  ignorance,  all.  have  contributed  to 
the  obstruction  of  common  unity  of  purpose.  Added  to  these 
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factors  is  the  evil  presented,  by  subversive  propoganda  from 
without,  such  as  communism  and  foreign  intrigue,  which  have 
seeped  in  through  the  borders  of  Asiatic  Russia  and  Japan. 

Large  sections  of  China  are  in  the  hands  of  communist  agents 
end  sympathizers.  One  entire  section  of  the  old  Chinese  Empire, 
namely,  Outer  Mongolia,  has  established  itself  as  a separate 
state  and  lies  in  the  sphere  of  Russian  Soviet  influence. 
Another  section,  Manchukuo,  has  become  a puppet  state  under 
the  influence  of  Japan. 

Civil  and  Foreign  Wars 

Another  demoralizing  influence  is  the  lack  of  a stable 
military  organization.  There  are  numerous  bands  of  irregular 
soldiers  who  follow  unscrupulous  military  leadership.  These 
leaders  recognize  no  orderly  military  organization.  Their 
objectives  are  loot  and  plunder. They  are  military  bandits 
only.  Internal  wars  are  continually  being  waged  in  China 
by  all  of  these  opposing  factions.  Foreign  agents  and  soles 
are  at  all  times  engaging  in  espionage,  sabotage,  and  other 
destructive  activities.  These  are  3ome  of  the  reasons  for  the 
deolorable  conditions  that  exist  in  China  today. 

There  is  also  the  external  threat  of  foreign  agression 
which  is  constantly  encountered  by  the  Chinese.  Within  the 
last  decade,  China  has  been  the  victim  of  agrsssive  warfare 
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by  Russia  and  Japan,  and  at  the  date  of  this  writing  Is 
waging  an  apparently  unsuccessful  war  with  the  latter. 

Economists  and  political  analysts  commonly  agree  that 
China’s  future  outlook  is  depressing.  No  nation,  it  is  true, 
can  possibly  improve  its  economic  condition  when  forced  to 
undergo  such  a demoralizing  state  of  affairs.  Government  is 
unstable;  commerce  is  destroyed;  the  wheels  of  industry 
cease  to  operate.  Investments,  involving  millions  of  dollars 
and  years  of  difficult  and  strenuous  labor,  become  worthless, 
and  valuable  property  is  wholly  or  practically  destroyed. 

The  standard  of  living  becomes  lower  and  the  sociological 
influences  of  education,  medical  assistance,  and  general 
welfare  agencies  are  swept  aside  by  death  and  destruction. 
Certainly,  no  foreign  nation  would  encourage  investments  in 


China  under  present  conditions. 
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CHAPTER  111. 

POLICY  OF  THE  UNITED  STATES  GOVERNMENT. 

Since  the  adoption  of  the  so  called  Open  Door  Policy  by 
the  State  Department  in  Washington  in  tne  closing  years  of  the 
previous  century,  China  has  provided  a source  of  deep  interest 
to  the  government  of  the  United  States.  She  joined  in  a sen- 
era!  protest  against  the  asressive  activities  in  China  of 
Japan  and  several  European  nations.  She  protested  against 
Japan's  activities,  asain,  during  the  World  War  when  that 
nation,  seizing  the  opportunity  presented  by  the  diverted 
attention  of  other  nations,  flashed  her  famous  twenty-one 
demands  on  China.  In  1932,  when  the  Japanese  launched  a pro- 
gram of  expansion  and  territorial  acquisition  at  China's  ex- 
pense, The  State  Department  at -Washington,  as  well  as  other 
countries  which  had  business  and  economic  interests  in  China, 
again  protested.  Strong  moral  opposition  was  effective  in 
restraining  Japan's  plan  for  expansion  at  that  time.  However, 
the  Japanese  had  continued  to  acquire  Chinese  territory  and 
are  now  engaged  in  a tremendous  military  campaign  in  the  very 
heart  of  China  itself.  They  have  already  seized  possession  of 
such  cities  as,  Shanghai,  Canton,  and  Nanking,  and  are  ap- 
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parently  seeking  to  dominate  the  entire  nation. 

The  auestion  which  now  arises,  with  reference  to  America 
and  its  relations  with  the  Far  Fast,  is  one  of  far  reaching 
significance.  Just  what  course  will  this  country  adopt  if  the 
Jananese  do  seize  control  of  China?  As  to  the  latter  part  of 
the  question,  it  is  the  opinion  of  most  people  that  Japan  will 
be  successful.  At  least  there  is  a belief  that  she  will  gain 
control  of  the  commercial  and  trading  areas  of  China  in  all 
events.  The  United  States  has  always  maintained  and  strongly 
upheld  the  dictates  of  the  ’’Open  Door  Policy"  , namely,  com- 
mercial and  trading  equality  in  China.  If  Japan  in  control 
should  promulgate  legislation  of  such  a character  as  to  con- 
flict with  the  principles  of  this  policy  what  would  be  the 
policy  of  the  United  States  government. 

In  the  event  of  this,  the  United  States  would  find  her- 
self facer1  with  an  alternative.  Or  the  one  hand  she  would  con- 
tinue her  adherence  to  and  maintenance  of  the  right  of  ^duali- 
ty of  trade.  This  might  carry  this  nation  dangerously  near 
the  gateway  to  war.  Japan  is,  undoubtedly,  intending  to  reor- 
ganize China’s  economic  status  so  that  the  former  will  realize 
as  much  of  the  latter’s  potential  value  as  possible.  Natur- 
ally foreign  and  outside  influence  is  not  to  be  desired. 
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Foreign  intervention  is  very  apt  to  meet  with  strong  military 
resistance.  This,  of  course,  is  nothing  more  than  an  actual 
state  of  war. 

It  has  been  stated  tnat  China  has  great  possibilities 
as  a market  for  the  United  Stages.  It  has  been  shown  how 
with  toe  proper  development  along  economic  and  sociological 
lines , China  at  some  future  date  should  become  a great  world 
market.  In  view  of  this,  there  is  one  more  question  to  be 
presented  concerning  this  potentially  favorable  Chinese- 
4merican  economic  relationship.  Is  it  worth  fighting  for 
if  the  above  mentioned  3tats  of  affairs  should  arise? 

This  question  I believe  will,  inevitably,  face  the  government 
and  people  of  the  United  .States,  and  not  in  tne  distant 
future.  Affairs  pertaining  to  the  Chinese  situation  are 
raoidly  approaching  a nead. 

Submission  To  The  Foreign  Domination  of  China. 

The  alternative  is  the  abandoning  of  and  the  acceptance 
of  whatever  might  arise  from  present  conditions.  The  State 
Department  at  '<  ashington  might  press  for  the  observance  of 
the  orinciples  of  the  rolicy  as  far  as  possible  without  ap- 
proaching the  stage  of  "strained  and  unfriendly  relations". 
Such  a course,  if  adopted,  would  be  equivalent  to  submission 
to  the  domination  of  China’s  economics  by  an  outside  rower* 


' 


. 


, 


107 


The  United  States  would  be  forced  to  rely  on  the  generosi- 
ty of  this  power  and  her  own  diplomacy  to  obtain  that  which 
she  desired  with  regard  to  trade,  investment,  and  other 
forms  of  commercial  enterprise.  If  she  adopted  such  a course 
would  she  be  very  apt  to  lose  a considerable  amount  of  her 
present  commercial  values  in  China?  Would  she  be  casting 
aside  what  today  seems  to  be  great  economic  advantages  of 
future  character?  These  questions  may  be  answered  affirma- 
tively or  negatively  in  accordance  with  the  viewpoints  and 
opinions  of  the  person  answering. 

It  is  not  proposed  to  decide  what  should  be  done  with 
respect  to  the  Open  Door  Policy  and  the  present  situation 
in  China.  Neither  is  it  the  intention  to  speculate  as  to 
what  will  be  done  and  how  accomplished.  However,  one  may 
say  that  all  questions  which  do  ari-se  pertaining  to  Chinese  - 
American  Economic  r*e]  ati onship  will  be  of  a momentous  nature  . 
Their  proper  solutions  will  require  a keen  and  logical 
analysis  of  all  conditions. 
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PART  V. 

CONCLUSION. 

America’s  foreign  trade  with  China  has  thus  been  pre- 
sented in  its  three  phases.  The  period  of  the  past  which 
includes  all  trading:  relations  and  activities  between  these 
two  nations  from  1784  to  1913,  the  present  period  beginning; 
in  1914  and  proceeding  up  to  the  present  year  1938,  and  the 
period  of  the  future  constitute  the  principal  divisions  of 
this  thesis.  It  might  be  well  at  this  time  to  summarize 
the  course  of  the  trade  during  the  first  two  periods  and 
to  substantiate  the  theories  pertaining  to  the  third.  The 
first  two  periods  are  founded  on  facts  and  records.  The 
remaining  one  obviously  is  based  upon  tne  author’s  own 
point  of  view. 

The  Chinese  trade  from  1784  to  1914  reveals  many  in- 
teresting and  important  things,  le  have  seen  how  a young 
and  ambitious  nation  turned  its  eyes  toward  a region  far 
separated  from  itself  and  slowly  but  surely  established 
a tremendously  profitable  trade  relationship  with  that 
region.  At  first,  a few  vessels  sailed  directly  to  China 
bringing  domestic  products  in  exchange  for  silks,  soices, 
teas,  and  other  .highly  prized  oriental  goods.  Then  a tri- 
angular trade  came  into  existence  in  which  American  pro- 
ducts were  exchanged  for  those  of  European  character,  which 
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in  turn  were  carried  to  China  and  traded  for  the  Chinese 
products.  In  time  the  merican  merchants  established  trad- 
ing centers,  called  factors,  in  China  where  more  intimate 
relations  were  maintained  with  the  Chinese  merchants. 

Prior  to  this,  tne  trade  was  carried  on  in  a rather 
haphazard  manner.  The  Americans  bargained  with  any  and  all 
Chinese,  with  whom  they  might  come  in  contact.  With  the  es- 
tablishment of  tne  trading  factors,  a definite  relationship 
came  into  being  between  particular  American  traders  and 
Chinese  merchants.  The  trade  from  1800  to  1840  consisted 
for  the  most  part  of  exports  of  silver,  opium,  and  bills 
of  exchange  from  the  United  States,  and  in  imports  of  teas 
and  silk  from  China.  TTp  to  this  time,  the  Chinese  had  not 
shown  any  desire  to  import  goods  from  the  United  States. 
After  this  period,  the  Americans  began  to  ship  increasing 
Quantities  of  raw  cotton  and  cotton  manufactures  to  China* 
Bv  1850,  the  trade  in  cotton  had  become  an  important  factor 
in  the  economic  relations  of  the  two  countries.  However, 
on  the  whole,  the  Chinese  were  not  partial  to  the  impor- 
tation of  commodities  from  the  western  world. 

The  period  up  to  1870  has  been  rightly  characterized 
as  that  of  Chinese  resentment  to  foreign  trade. 
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In  lS^O  a change  took  place  and  China  began  to  adopt  a 
rrore  friendly  attitude  toward  trading  relations  with  the 
outside  world.  This  'vas  due,  in  part,  to  pressure  of  a 
military  nature  exerted  upon  that  country  by  some  of  the 
European  nations,  and,  partly,  to  the  fact  that  China  was 
slowly  assimilating  some  of  the  ideas  and  theories  of  the 
western  world.  The  United  States  achieved  some  diplomatic 
feats  at  this  time,  and  a better  understanding  was  effect- 
ed between  the  two  countries.  The  year  la^o  marks  the  be- 
ginning of  a new  period  in  Chinese  American  trade  which 
has  been  referred  to  as  the  period  of  Chinese  acceptance. 

It  marks  the  beginning  of  the  general  use  in  China  of 
American  products.  This  was  on  a small  scale  at  first  and 
was  limited  to  a few  products,  such  as  woolen  goods,  metals, 
and  sundries.  In  the  late  IS^O's,  China  began  to  import 
American  kerosene  oil.  This  period  also  witnessed  the  re- 
turn of  the  United  States  to  tne  Chinese  trade  in  cotton 
which  had  been  interrupted  by  the  American  Civil  Var.  The 
American  shipping  declined  after  1876  and  this  country  found 
itself  becoming  more  dependent  on  other  nations  to  carry  its 
goods  to  China. 

The  last  quarter  of  the  century  revealed  the  United 
States,  struggling  to  maintain  an  important  position  in 
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the  Chinese  import  trade.  European  and  -,s iatic  nations 
were  proving  to  be  worthy  competitors.  This  was  espec- 
ially true  of  Japan  which  was  making  rapid  strides  in 
the  Chinese  trade.  This  nation  then  replaced  China  as 
the  chief  exporter  of  teas  and  silks  to  the  United  States 
and  was  beginning  to  threaten  the  American  trade  in  cotton 
goods  with  China.  The  year  IBS'?  marked  the  beginning  of  a 
period  of  equality  between  American  imports  to  China  and 
exports  from  that  country.  This  was  an  essential  change  in 
the  trade  bf  cause  prior  to  this  time  the  United  States  im- 
ported more  than  they  exported.  It  was  due  to  the  develop- 
ment of  American  sales  organizations  ir  China.  This  showed 
that  America  was  by  this  time  definitely  in  business  in  that 
country  and  intended  to  remain  there.  The  period  beginning 
with  1900  and  continuing  on  to  1914  clearly  revealed  the 
rise  of  Japan  at  considerable  expense  to  the  United  States. 
The  Boxer  Rebellion  and  the  Chinese  Revolution  complete 
the  principal  events  of  this  period  shewing  the  lest  opposi- 
tion to  the  advance  of  foreign  influence  in  China  and  the 
overthrow  of  the  old  conservative  ruling  dynasty. 

The  present  period,  beginning  with  the  outbreak  of  the 
' orld  War  in  1914,  shows  the  revival  of  American  business 
and  her  replacement  of  prominent  European  countries  in  the 
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Chinese  import  trade.  The  United  States  exported  increasing 
quantities  of  old  products,  such  as  oil,  machinery,  and  sun- 
dries. There  was  also  a large  number  of  new  products  export- 
ed including,  automobiles,  dyes,  electrical  moods  , chemicals, 
etc.  The  trade  in  these  products  had  been  dominated  by  Tne- 
land  and  Germany,  but  due  to  the  war,  these  countries  were 
forced  to  relinquish  it.  With  regard  to  the  import  trade  from 
China,  the  United  States  took  increasing  quantities  of  silk. 
The  trade  in  the  Soya  Bean  and  its  products  rose  to  a posi- 
tion of  prominence  during  the  war.  American  investments  in 
China  increased  during  the  war  period  and  continued  to  do 
so  until  the  year  1S5C. 

Japan  found  herself  in  a similar  position  to  the  United 
States  and  seized  the  opportunity,  presented  by  the  war,  to 
advance  her  position  in  the  Chinese  markets.  These  two  coun- 
tries practically  dominated  the  Chinese  markets  until  1S23 
when  the  European  nations,  now  at  peace,  returned  to  offer 
competition.  Germany  began  to  recover  her  place  in  the  dye, 
electrical,  and  chemical  trade.  Great  Britain  sought  to  re- 
cover her  position  in  the  export  of  machinery,  metals,  and 
cotton  manufactures.  Canada  rose  to  a leading  position  in 
the  export  of  wheat-flour.  These  nations  all  increased  their 
banking  and  inaus trial  investments  in  China,  and  by  1£3C, 
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r severe  stage  of  competition  was  again  experienced  for  con- 
trol of  Chinese  markets.  Jaoan,  however,  was  wel'J  able  to 
maintain  a leading  position  in  China's  foreign  trade.  In 
1931  and  1932,  .Jaoan  became  engaged  in  a war  with  China 
and,  as  a result,  lost  her  leading  position  to  the  United 
States.  The  latter  has  been  able  to  maintain  this  lead  up 
to  the  present  year  of  1938  on  account  of  the  continued  state 
of  war  existing  between  Japan  and  China.  Tne  general  trend  of 
the  Chinese- Ameri can  trade  since  the  establishment  of  the 
Republic  shows  that  the  growth  of  exports  has  not  been  as 
rapid  as  that  of  imports.  However,  the  year  1935  saw  a con- 
siderable decline  in  American  experts  to  China  and  an  increase 
in  Chinese  exports  to  America.  The  remainder  of  this  present 
period, up  to  and  including  1938, shows  that  the  United  States 
has  turned  toward  Jaoan  in  its  export  of  goods  with  a result- 
ing decrease  in  exports  to  China.  The  latter  country,  however, 
continues  to  exoort  considerable  quantities  of  goods  to  Ameri- 
ca. Trade  between  the  United  States  and  China  has  been  con- 
siderably disrupted  in  the  years  193'7-1938  because  of  the  pres 
ent  Si  no- Japanese  War. 

With  regard  to  the  future,  a state  of  uncertainty  pre- 
vailed. I have  outlined  a number  of  methods  of  procedure 
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which  I consider  to  be  useful  end  advantageous  in  promot- 
ing and  increasing  trade  with  China.  However,  it  is  obvious 
that  while  an  actual  state  of  war  exists  in  that  country, 
nothing  constructive  can  be  accomplished.  It  is  difficult 
to  clan  and  prepare  a program  of  future  action,  which  is 
entirely  dependent  upon  changing  an  unstable  condition. 
Those  possibilities  and  potentialities,  which  have  been 
discussed  with  regard  to  improving  commercial  relations 
with  China,  are,  of  course,  entirely  dependent  upon  the 
fact  that  China  retains  its  status  of  a soverign  nation. 
Such  a condition  appears  to  most  of  us  today  to  be  one  of 
no  certitude.  Japan  appears  to  contemplate  tine  extension 
of  her  power  over  all  of  China.  If  this  becomes  a condition 
of  fact,  the  entire  outlook  with  regard  to  China  and  its 
trade  becomes  different.  America  would  be  forced  to  deal 
’with  a new  power  in  this  unfortunate  country  and  its  poli- 
cies would,  in  all  probability,  be  of  a different  nature. 

Advantages  and  Disadvantages 

A consideration  of  the  advantages  and  disadvantages 
of  America's  foreign  trade  with  China  is  important.  It 
plays  an  important  part  in  influencing  the  commercial  pol- 
icies of  the  United  States  government  with  reference  to 
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the  maintenance  of  trade  relations  between  the  two  coun- 
tries. 

The  advantages  to  be  derived  may  be  summarized  as 
follows:  First,  China  possesses  a vast  potential  source 
of  raw  material  which,  if  developed,  would  be  of  great 
value  to  the  United  States.  Her  silk,  teas,  spices, and 
minerals  would  constitute  important  imports.  Secondly, 
China,  the  home  of  350  millions  of  people,  if  properly 
developed  and  organized,  would  provide  an  important  mar- 
ket for  American  exoorts.  Thirdly,  the  Chinese  trade  has 
become  traditional  with  the  United  States  and  its  mainte- 
nance has  always  promoted  friendly  relations  between  the 
two  peoples.  Fourthly,  it  has,  for  the  most  part,  been  a 
source  of  great  profit  to  the  American  traders  who  were 
engaged  in  it.  Finally,  it  has  given  the  United  States 
an  entry  to  the  Orient. 

Its  disadvantages  would  result,  largely,  from  foreign 
entaglements  and  hostilities.  If  we  are  going  to  continue 
to  carry  on  trade  with  China  in  any  substantial  form,  we 
ere  certain  to  be  drawn  into  " understandings”  and  possi- 
bly alliances  with  ether  cowers  similarly  inclined.  The 
preservation  of  the  "Open  Doer  Policy”  will  probably  be 
a necessary  complement  to  success  in  this  trade,  and  as 
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conditions  exist 


today,  it  appears  this  car  be  achieved 


only  through  united  action  with  other  nations.  In  addi- 
tion to  this  the  United  States  is  very  ant  to  incur  the 
hostility  of  any  nation  seeking  complete  domination  over 
China  and  its  economic  resources.  This  might  lead  to  a 
state  of  war.  Finally,  the  uncertainty  of  conditions  in 
China  today  might  result  in  great  losses  of  money  and  des- 
truction of  goods.  In  such  a case  the  liabilities  would  be 
very  act  to  exceed  the  assets.  Again,  it  is  observed  that 
the  element  of  changing  conditions  plays  an  important  part 
in  every  angle  of  this  commercial  relationship.  Of  course, 
the  discussion  of  advantages  and  disadvantages  denends  upon 
speculation  as  to  future  events.  A proper  judgment,  relative 
to  this  subject,  remains  for  those  who  are  directly  concerned 
in  American  Chinese  trade. 


Importance  of  Subject  Matter 

I think  that  the  subject  of  America’s  foreign  trade  with 
China  is  one  of  importance  and  interest  to  all  persons  con- 
cerned in  the  foreign  trade  of  the  United  States  and  in  the 
development  of  foreign  markets.  In  the  study  of  this  subiect 
an  opportunity  is  given  to  observe  the  nature  and  character- 
istics which  are  common  to  all  foreign  trading  activities 
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and  relations.  We  sew  in  the  beginning  how  China,  an  agri- 
cultural country,  furnished  exoorts  of  this  nature  to  the 
Um'ted  States.  In  return  the  latter  exported  manufactured 
goods  to  China.  In  later  years,  when  China  had  begun  to  in- 
dustrialize and  to  manufacture  much  of  her  own  goods,  the 
export  of  these  from  the  United  States  fell  off.  The  severe 
competition,  tne  advantages  of  cheap  labor,  and  proximity 
to  the  markets  of  China  or  the  part  of  some  nations  point 
out  the  difficulties  which  a country  has  to  meet  in  its 
trade  with  other  nations.  There  was  also  the  element  of 
hostility  to  foreign  goods  which  all  nations  engaging  in 
foreign  trade  are  certain  to  encounter. 

China  is  perhaps  the  oldest  customer  among  American 
foreign  traders.  The  beginning  of  the  commercial  relations 
between  these  countries  is  practically  simultaneous  with 
the  founding  of  the  American  Republic.  It  greatly  influenced 
the  development  of  our  merchant  marine  and  prompted  the 
expansion  of  our  manufacturing  industries,  providing  ready 
markets  for  our  goods*  Finally,  America's  foreign  trade  with 
China  is  an  essential  pprt  of  our  world  trading  activities, 
in  general,  and  no  form  of  research  study,  pertaining  to  the 
latter,  would  be  truly  conclusive  without  8 substantial  ref- 
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